


THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT 
WASHINGTON, D.C. 20410 

MAR 3 I 1987 

TO THE CONGRESS OF THE UNITED STATES: 

In accordance with the provisions of Sections 113(a) and 810(e) of the 
Housing and Community Development Act of 1974, as amended, and Section 312(k) 
of the Housing Act of 1964, as amended, it is my pleasure to submit the 
Department's 1987 Consolidated Annual Report on the community development 
programs that we administer. In it, information is presented on the Community 
Development Block Grant (CDBG), Urban Development Action Grant (UDAG), Rental 
Rehabilitation, Section 312 Rehabilitation Loan, and Urban Homesteading 
programs. 

The programs covered in this Report help States and communities to address 
locally-identified community development, economic development, and housing 
rehabilitation needs. They support the revitalization of communities and 
lower-income neighborhoods, the rehabilitation of housing and property, the 
repair of infrastructure, and the creation of business opportunities and jobs. 
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E X E C U T I V E  S U M M A R Y  

I N T R O D U C T I O N  

The U.S. Department of Housing and Urban Development, through i ts Off ice  of 
Community Planning and Development ( C P D ) ,  opera tes  t h e  Federal Government's 
major community development, economic development, and housing r e h a b i l i t a t i o n  
programs. These programs, the  Community Development Block Grant (CDBG) 
Enti t lement,  S t a t e  and Small Cities CDBG, Urban Development Action Grant, 
Rental Rehabi l i ta t ion ,  Urban Homesteading, and Sect ion  312 programs, provide a 
comprehensive a r r a y  of community development a s s i s t a n c e  t o  S t a t e s ,  count ies ,  
and c i t i es  of a l l  s i z e s .  These programs t a r g e t  a s s i s t a n c e  t o  grantees  through 
formulas or s e l e c t i o n  cr i ter ia  t h a t  reflect the  programs' purposes and t h e  
l o c a l  needs of t h e  individual  communities. 
l a t i t u d e  for l o c a l  o f f i c i a l s  t o  decide how the  program funds w i l l  be used. 
Because of t h i s  l a t i t u d e ,  l o c a l  o f f i c i a l s  o f t e n  use  these  programs t o  
complement one another .  

They a l s o  a f fo rd  s u b s t a n t i a l  

This r e p o r t ,  t h e  Consolidated Annual Report t o  Congress on Community 
Development Programs, descr ibes  t h e  FY 1986 opera t ions  of these  programs. 
first s e c t i o n  of t h i s  Executive Summary provides a bas ic  overview of t h e  
purposes, funding l e v e l s ,  p a r t i c i p a t i o n ,  and t h e  a c t i v i t i e s  supported by t h e  
CPD-funded programs and estimates t h e  actual accomplishments of t h e  programs 
f o r  se lec ted  types of products. 
opera t ions  of each program. 

The 

The second sec t ion  provides a summary of t h e  

O V E R V I E W  OF P R O G R A M S  

C O M M U N I T Y  D E V E L O P M E N T  

C o m m u n i t y  Development Block G r a n t  Entitlement Program. The l a r g e s t  of t h e  
programs operated by t h e  Office of Community Planning and Development i s  t h e  
Community Development Block Grant program (CDBG) f o r  Entitlement Communities, 
which provides formula g r a n t s  t o  a l l  c e n t r a l  c i t i e s  i n  metropoli tan areas, a l l  
o t h e r  c i t i e s  with a populat ion of 50,000 or more, and Urban Counties. These 
grant  amounts are determined by each community's population, population growth 
l ag ,  number of persons i n  poverty, ex ten t  of overcrowded housing, and amount 
of housing b u i l t  p r i o r  t o  1940. 

Localities can use t h e i r  formula g r a n t s  t o  undertake a broad range of e l i g i b l e  
a c t i v i t i e s ,  inc luding housing r e h a b i l i t a t i o n ,  public  improvements, economic 
development, and publ ic  services. 
going t o  the  major a c t i v i t y  groupings have remained nea r ly  constant  over t h e  
last  f i v e  years  with housing r e h a b i l i t a t i o n  a c t i v i t i e s  most prevalent ,  publ ic  
improvements next ,  followed by smaller shares  f o r  economic development and 
publ ic  se rv ice  a c t i v i t i e s .  The FY 1986 planned spending reflects t h e  same 
p r i o r i t i e s .  

The proport ions of Entitlement funding 
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Figure 1 
Activities Funded by the CDBG Entitlement Progrem 

FY 1986 
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Source: U.S. Department of Housing and Urban Development, Community Planning and Development, Office of 
Program Analysis and Evaluation. 

Each CDBG activity must meet one of the program's three national objectives; 
i.e., benefitting low- and moderate-income persons, preventing or eliminating 
slums and blight, or meeting another urgent community development need. 
Benefit to low- and moderate-income persons continues to account for nine- 
tenths of aggregate program activity with prevention or elimination of slums 
and blight for the bulk of the remainder. 

Figure 2 
National Objective of CDBG Entitlement Program 

Spending, FY 1986 

* = less than .S% 

I Urgant Needs I-  

l l  

Source: U.S. Department of Housing and Urban Development, Community Planning and Development, Office of 
Program Analysis and Evaluation. 
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State and Small C i t i e s  Community Developmeot Block G m n t  Programs The State 
and Small Cities Community Development B lock  Grant programs o f f e r  funding t o  
smaller communities t h a t  are not e l igible  f o r  e n t i t l e m e n t  g ran t s .  These funds  
are a l l o c a t e d  t o  States us ing  the  same formulas used i n  the  En t i t l emen t  
cmponent  o f  t h e  program. However, t h e  formulas are a d j u s t e d  to i n c l u d e  on ly  
t h e  data f o r  non- ent i t lement  areas of t h e  S t a t e .  I n  48 States, irrcluding 
Pue r to  Rico,  State o f f i c i a l s  select t h e  communities to r e c e i v e  t h e  funds. I n  
the  o t h e r  three States, t h e  HUD f i e l d  of f ice(s)  r e spons ib l e  for t h e  
Department's o p e r a t i o n s  i n  t h a t  area admin i s t e r s  t h e  program. 

State and l o c a l  o f f i c i a l s  have the  same broad l a t i t u d e  t o  undertake a c t i v i t i e s  
as do t h e  g r a n t e e s  i n  t h e  En t i t l emen t  program. Based on t h e  first one- th i rd  
of  FY 1986 g r a n t s  awarded by States, t h e  r e l a t i v e  share of funding to t h e  
three major a c t i v i t y  groupings cont inued as they  have s i n c e  program i n c e p t i o n .  
P u b l i c  f ac i l i t i e s  remained the  p r i n c i p a l  a c t i v i t y  funded by the  State CDBG 
program with housing a c t i v i t i e s  n e x t  most prominent, and economic development, 
t h i r d .  S i n c e  many States make t h e i r  economic development awards later i n  t h e  
year, t h e  p ropor t i on  of FY 1986 funds f o r  economic development probably will 
increase when States award t h e  remaining two- thirds of t h e  funds. 

Figure 3 
Activities Funded by the State/Small Cities CDBG 

Program, FY 1986 

49% 

1 I Housing 

Source: U.S. Department of Housing and Urban Dsvdopment, Community Planning urd -t. 
Program Analysis and Evaluation. 

of 

Sta t e s  a re  bound by t h e  same requirements  as En t i t l emen t  communities regard ing  
meeting the program's  n a t i o n a l  ob j ec t i ve s .  As i n  t h e  Ent i t l ement  program, 
b e n e f i t  to low- and moderate-income persons accounts  for  a v e r y  large 
percentage  of State CDBG a c t i v i t y  for FY 1986. 
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Number of States 

Figure 4 
State CDBG Program Beneflt 

to Low- and Moderate-Income Persons 
FY 1986 Expenditures 

Percent Low-Mod Benefit 

.......... 95% or n r"ITf Grealer 

__ 

Source: US. Department of Housing and Urban Development, Community Planning and Development. Office of 
Program Analysis end Evaluation. 

Secretary's Discretionary Pund. The Secre tary ' s  Discret ionary Fund (SDF) is  
author ized  by Sect ion  107 of the  Housing and Community Development Act of 1974 
t o  provide a source of non-entitlement funding f o r  s p e c i a l  groups and 
p ro jec t s .  During FY 1986, t h e  SDF supported four program areas: The CDBG 
program f o r  Indian Tribes and Alaska Natives; the  CDBG program f o r  I n s u l a r  
Areas; t h e  Technical Assistance program; and t h e  Specia l  P r o j e c t s  program. 

E C O N O M I C  D E V E L O P M E N T  

Urban Developppent Action Grant Program . 
program (UDAG) i s  t h e  Department's only program designed pr imar i ly  t o  f o s t e r  
economic development i n  areas experiencing economic distress. Directed both 
t o  l a r g e  c i t ies  and small cit ies,  UDAG i s  a ca tegor ica l  program i n  which t h e  
Sec re ta ry  selects p r o j e c t s  t o  fund from among app l i ca t ions  submitted by l o c a l  
off ic ia ls  of e l i g i b l e  j u r i s d i c t i o n s .  

The Urban Development Action Grant 

To ob ta in  a UDAG award, an  e l ig ib le  community must: obta in  firm f i n a n c i a l  
commitments from p r i v a t e  sector pa r t i c ipan t s ;  generate p r i v a t e  investment t ha t  
is a t  least two and one-half times the  amount of t h e  Action Grant; and 
demonstrate t h a t ,  "but fo r t f  t h e  UDAG award, t h e  p ro jec t  could not  be 
undertaken and t h a t  t h e  UDAG amount i s  "the least amount" required.  UDAG 
funds  awarded t o  u n i t s  of genera l  local government are, i n  most cases, used t o  
make loans t o  p r i v a t e  sector developers o r  companies. 
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Commercial projects have been awarded the majority of UDAG funding both across 
all fiscal years and for FY 1986 with industrial and neighborhood projects 
receiving smaller and similarly-sized shares. 

Figure 5 
Types of Projects Funded With Action Grants 

FY 1986 and Total Program 

Cumulative 

::::a I 

Percent 
of 

Funds 
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. .  
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Source: U.S. Department of Housing and Urban Development, Community Planning and Development, Office of 
Program Analysis and Evaluation. 

H O U S I B G  B E H A B I L I T A T I O I  

Rental Rehabilitation Program . 
Development operates three programs specifically devoted to conserving 
America's existing housing stock. 
Rehabilitation program (RRP), which, like the CDBG program, is divided into an 
entitlement component for larger cities and counties and a State- or HUD- 
administered program for smaller communities. 
program provides grants to States and eligible communities based on the amount 
of each jurisdiction's rental housing stock that is old, deficient, or 
occupied by persons in poverty. 

The Office of Community Planning and 

The largest of these is the Rental 

The Rental Rehabilitation 

Officials in RRP communities can use the grant funds to provide reduced rate 
financing for rehabilitating substandard rental housing for lower-income 
renters. The program also makes rental assistance available in the form of 
Section 8 Certificates and Housing Vouchers to lower-income tenants so that 
they will be able to afford increased rents charged by the owners of the 
properties. 
level of low-income occupancy for the properties once rehabilitated that 
existed before rehabilitation. 

One effect of these policies has been to maintain the same high 

n 
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Figure 6 
Household Income of Rental Rehabilitation Program 

Project Occupants, FY 1986 
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Source: US. Department of Housing and Urban Development, Community Planning and Development, Office of 
Program Analysis and Evaluation. 

Urban Homesteading Program. 
f o r  acqu i r ing  p r o p e r t i e s  whose owners have defaul ted  on Federally- insured 
loans.  I n  t h i s  program, once t h e  p roper t i e s  are acquired,  they ta re  given a t  
nominal c o s t  t o  lower-income lfhomesteadersfl who con t rac t  t o  r e p a i r  them and 
r e s i d e  i n  them f o r  a per iod  of at  least f i v e  years. The Urban Homesteading 
program rel ies  on both t h e  CDBG and Sect ion  312 programs fo r  f inancing 
r e h a b i l i t a t i o n  of t h e  p roper t i e s .  

The Urban Homesteading program provides f inancing 

Section 312 Behabilitation Loan Program 
program provides reduced rate f inancing f o r  r e h a b i l i t a t i n g  p roper t i e s ,  usua l ly  
s ingle- family r e s i d e n t i a l  proper t ies .  Frequently, loans  i n  t h i s  program are 
made i n  conjunction wi th  t h e  Urban Homesteading program as a means of 
subs id iz ing  t h e  r e p a i r  work needed i n  t h a t  program. 

The Sect ion  312 Rehab i l i t a t ion  Loan 

P R O G R A M  A P P R O P B I A T I O B S  

Appropriations f o r  t h e s e  programs t o t a l l e d  $3.390 b i l l i o n  i n  FY 1986, down 
from $4.074 b i l l i o n  i n  FY 1985. This  dec l ine  r e s u l t e d  from a decrease i n  
appropr ia t ions  f o r  t h e  CDBG, UDAG, and Rental Rehab i l i t a t ion  programs and from 
reduct ions  requi red  by t h e  Gramm-Rudman-Hollings d e f i c i t  con t ro l  process. The 
r e l a t i v e  l e v e l  of funding f o r  each CPD program i n  FY 1986 is i l l u s t r a t e d  i n  
Figure 7. 
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Figure 7 
CPD Fundlng FY 1966 
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P R O G R A M  P A R T I C I P A N T S  

During FY 1986, CPD provided grants to all States and to more than 5,700 
localities for a variety of community development activities under all of its 
programs. 
during FY 1986. Since many communities participate in more than one program, 
the actual number of communities benefitting from CPD programs in E'Y 1986 is 
somewhat less than 5,700. For example, about half of the CDBG Entitlement 
recipients also received Rental Rehabilitation grants and about one in ten 
also received one or more UDAGs. 

Figure 8 indicates the numbers of participants in each program 
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Figure 8 
CPD Program Participants, FY 1986 
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Program Analpis and Evaluation. 
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P B O G B A H  S U H H A B I E S  

This section of the Executive Sunrmary describes actions and activities 
undertaken in the CPD programs during FY 1986 to meet the legislative 
objectives and requirements of each program. 

Participation and Funding. The Community Development Block Grant (CDBG) 
Entitlement program is HUD's principal program to assist urban areas. 
program provides an annual entitlement to localities based upon objectively 
measured need factors. 

The 

o In FY 1986, 827 Jurisdictions (711 cities and 116 counties) were eligible 
to receive Entitlement grants. 
increased 39 percent since the program's beginning in 1975. 

The number of eligible communities has 

o The FY 1986 CDBG Entitlement program appropriation amounted to $2.053 
billion, a 14 percent decrease from FY 1985. 
Entitlement cities received $1,564 million and Urban Counties $385 
million. 

Excepting pending approvals, 

o During FY 1984 (the most recent year for which information is available), 
program income equalled almost 16 percent ($372 million) of the 
Entitlement grant appropriation for that year. 
($255 million) derived from the repayment of loans made from CDBG funds. 
Proceeds from the sale of property also produced substantial income ($67 
million) for Entitlement cities and counties. 

Most of program income 

PI 1986 Activities. 
revitalization, public works, social service, or economic development projects 
to address local needs. 

Grantees have broad discretion to undertake neighborhood 

0 

0 

0 

0 

Housing-related activities, principally rehabilitation, continue to 
receive the largest share ($859 million, o r  35 percent) of budgeted FY 
1986 funds. The next largest budget category in FY 1,986 was public works 
($506 millioq) followed by economic development ($304 million) and public 
services ($236 million). 
acquisition and clearance activities, contingencies, and repayment of 
Section 108 loans. 

Lesser amounts of funds were budgeted for 

Planning and general program administration were budgeted for $304 million 
or  13 percent of all funds awarded, far less than the statutory cap of 20 
percent. 

In FY 1986, the relative amounts budgeted for major activity categories 
varied little from that exhibited since 1982. 

Since FY 1983, over $100 million in CDBG funds has been directed to the 
homeless. 
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Mational Objectives. Each CDBG-funded a c t i v i t y  must meet one of three 
nat ional  objectives: benef i t  t o  low- and moderate-income persons; prevention 
o r  elimination of slums and bl ight ;  and meeting urgent local needs. S t a r t i ng  
wi th  FY 1984, each Entitlement grantee could choose a one- t o  three-year 
period over which a t  least 51 percent of its expenditures had t o  benef i t  low- 
and moderate-income persons. 

o Nearly a l l  communities spent a t  least 51 percent of their 1984 
expenditures on a c t i v i t i e s  qual i f ied under the  low- and moderate-income 
benefit  objective,  and 98 percent spent over 90 percent of t h e i r  funds 
under t h a t  objective. 

o Overall, grantees reported spending approximately 90 percent of their  1984 
funds on a c t i v i t i e s  t o  benef i t  low- and moderate-income persons, 10 
percent t o  re l ieve  slums and bl ight ,  and less than one percent t o  meet 
l oca l  urgent needs. 

o Grantees reported tha t  about 30 percent, o r  $716 mill ion,  of thei r  1984 
expenditures involved a c t i v i t i e s  t o  d i r ec t l y  benef i t  individuals-96 
percent of whom were of low and moderate income. 
minority households receiving d i r ec t  benef i ts  approximated their  share of 
t h e  poverty population. 

The proportion of 

Section 108 Loan Guarantees. 
annual CDBG Entitlement grants  as co l l a t e r a l  f o r  loans guaranteed under t h e  

Communities may pledge their  current and fu ture  

Section 108 program. 
$225 mill ion i n  guarantee author i ty .  
loan funds from the  Federal Financing Bank t o  the pr ivate  sector.  

For FY 1986, Congress established-a program l i m i t  of 
Congress a l s o  sh i f t ed  the provision of 

o I n  FY 1986, HUD approved 25 new Section 108 guaranteed loans t o t a l l i n g  
$113.3 mill ion,  bringing t o t a l  FY 1978-86 guarantee approvals t o  $888 
m i l  l ion.  

o The vas t  majority of t h e  loans approved i n  FY 1986 involve the acquis i t ion 
of real property. 
a c t i v i t y ,  usually clearance o r  rehabi l i t a t ion ,  was a l s o  included. 

I n  almost 75 percent of these projects ,  a second 

o Between 1978 and 1986, 151 communities par t ic ipated i n  the  program. Each 
of these communities has secured an average of 1.6 approvals, with a mean 
approval amount of $2.9 million. 

COmDlQfip D E V R L O m  BLOCK GEAHTS 
TEE STATE AHD SHALL CITIES PROGRAB 

Participation. 
administered Small Cities programs are HUD's pr incipal  vehicles f o r  a s s i s t i ng  
e l ig ib le  communities under 50,000 population tha t  are not cen t ra l  cities. 
S ta tu tory  changes made i n  1981 gave S ta tes  the option of administering the 
program funds which HUD a l l oca t e s  by formula t o  each State.  

The State Community Development Block Grant and HUD- 
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o Forty-seven States and Puerto Rico now administer their own programs, and 
HUD continues to make grant awards for three States--Hawaii, Maryland, and 
New York. 

o The appropriation for FY 1986 was $879.8 million, of which approximately 
$835 million went to the 48 participating States and $45 million to 127 
grantees in the three States where HUD administers the program. 

o Since the inception of the program in FY 1974, about $9.3 billion has been 
awarded to States, small cities, and counties. 

Activities Funded. 
objectives, set their own priorities to meet the particular needs of their 

States may, within the scope of national program 

smaller communities and to respond to the policy preferences of the State 
officials. 

o Of $3.6 billion in CDBG funding distributed by States since FY 1982, 
approximately 47 percent ($1.68 billion) has gone to activities whose 
purpose was public facilities-related; 29 percent to activities whose 
purpose was housing-related; 22 percent to activities whose purpose was 
economic development-related; 
and public service-related activities. 

and the remaining two percent to planning- 

o As of June 30, 1986, States reported that about 48 percent of their FY 
1986 awards had been made for public facilities-related activities, 33 
percent for housing-related activities, and 17 percent for economic 
development-related activities. 
information probably understates the prominence of economic development 
activity because many economic development activities are funded 
throughout the year on a non-competitive basis. 

The early date for reporting this 

Low- and Merate-Income National ObJectives. 
State grant funds must be used to satisfy the low- and moderate-income 
national objective. 
two-, or three-year period. 

At least 51 percent of all 

States may decide to meet this requirement over a one-, 

o Thirty-one of the 45 States for which we have information have awarded at 
least 95 percent of their allocations since FY 1982 to meet the low- and 
moderate-income objective. In four States, the overall proportion of 
funds awarded to support this objective was less than 80 percent with the 
lowest being 57 percent. 

o Across all States, 97 percent of FY 1986 funds awarded through June 30, 
1986 were intended to meet the national objective of providing benefit to 
people with low and moderate incomes. 

Program Administration Features. States have broad latitude to administer 
their programs. Consequently, there is considerable variation among States 
regarding such features as basic program objectives, selection systems and 
priorities, and 'the use of set-asides to encourage applicants to meet special 
State objectives. 
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o All 48 States distribute at least some portion of their CDBG allocations 
through competitions, and, for most States, it is the principal form of 
distribution. 

o Thirty States also distribute some part of their allocations through an 
ongoing noncompetitive consideration of applications in specific 
categories, primarily economic development. 
mechanism in five States. 

This is the main distribution 

o Four States use formulas in addition to other distribution systems. 
one, however, uses a formula as the principal way to distribute its 
allocation. 

Only 

Characteristics of State Recipients. 
resulted in the following profile of awards and activities. 

In FY 1986, State selection systems 

o Of the $250 million in awards distributed for program activities as of 
June 30, 1986, towns (under 2,500 population) received 32 percent, very 
small cities (2,500-10,000 population) accounted for 30 percent, larger 
cities (over 10,000 population) were awarded 16 percent, and counties 
received 22 percent. 

Funds 
Awarded 

(in Millions) 

$20 

$10 

50 

Figure 9 
Population of StatdSmall Cities CDBG Program Recipients, 

FY 1986 

Under 2,500 2.500 - 1O.OOo Over 10,OOo Counties 

Population of Recipient 

Source: US. Department of Housing and Urban Dew(opment. Community Plonniw Md -1. Office of 
Program Analysis and Evaluation. 

o In FY 1986, the principal program focus of communities under 10,000 in 
population and of counties was public facilities. Only in communities 
larger than 10,000 was housing more prominent than public facilities. 
Economic development was the third major activity for all recipient 
categories. 
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WD-Administered Small Cities Program. 
127 of 305 app l i can t s  i n  t h e  three S t a t e s  of Hawaii, Maryland, and New York. 

I n  E'Y 1986, HUD awarded $45 mi l l ion  t o  

o Housing-related act iv i t ies  accounted fo r  38 percent  of t h e  funds 
d i s t r i b u t e d ,  with 30 percent going t o  comprehensive p ro jec t s .  Lesser 
amounts went t o  economic development and publ ic  works (16 percent  each) 
a c t i v i t i e s .  

o Very small cities (2,500 t o  10,000) received t h e  l a r g e s t  amount of funds 
awarded, 30 percent;  followed by towns (less than 2,5001, 29 percent;  
small cit ies (over 10,000), 22 percent; and count ies ,  19 percent.  

Participation. 
community's r e l a t i v e  degree of economic d i s t r e s s  and i ts demonstrated r e s u l t s  
i n  providing housing for  low- and moderate-income persons and equal  
oppor tuni ty  i n  housing and employment f o r  low- and moderate-income persons and 
members of minori ty groups. 

E l i g i b i l i t y  t o  compete f o r  UDAG funds depends upon t h e  

o During FY 1986, HUD announced prel iminary app l i ca t ion  approval f o r  280 
Action Grant p r o j e c t s  for  $437 mi l l ion  t o  185 e l i g i b l e  communities. 
a d d i t i o n a l  awards were announced but  subsequently terminated during t h e  
year. 

Seven 

o Since t h e  beginning of t h e  program i n  FY 1978, t h e  Department has awarded 
2,764 Action Grants t o t a l l i n g  more than $4.2 b i l l i o n  t o  approximately 
1,150 el igible communities. 
and l a t e r  terminated by t h e  end of E'Y 1986. 

An a d d i t i o n a l  492 awards had been announced 

Activities E'unded. Action Grants are intended t o  a t t ract  p r i v a t e  investment 
i n  economic development p r o j e c t s  of a commercial, i n d u s t r i a l ,  o r  neighborhood 
charac te r .  

o O f  t h e  $437 m i l l i o n  of UDAG funds awarded i n  FY 1986, commercial p r o j e c t s  
received 62 percent ,  and i n d u s t r i a l  p r o j e c t s  and neighborhood p r o j e c t s ,  
pr imar i ly  related t o  housing a c t i v i t i e s ,  each received 19 percent.  

o Over t h e  l i f e  of t h e  program, commercial p ro jec t s  have received 54 percent  
of t h e  funds awarded compared t o  25 percent f o r  i n d u s t r i a l  p r o j e c t s  and 21 
percent  f o r  neighborhood p ro jec t s .  

Planned Expenditures i n  Funded Projects. "Funded" UDAG p r o j e c t s  refer t o  
those  f o r  which t h e r e  has been an  announcement of prel iminary app l i ca t ion  
approval ,  which have not  been terminated,  and are e i t h e r  approved but  not  ye t  
s tarted,  underway, closed out ,  o r  completed. 

o I n  FY 1986, 280 funded UDAG p r o j e c t s  involving $437 m i l l i o n  leveraged 
$3.486 b i l l i o n  i n  planned p r i v a t e  investment and $487 mi l l ion  i n  o t h e r  
publ ic  funds , bringing to ta l  planned p ro jec t  expenditures t o  $4.41 1 
b i l l i o n .  
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Figure 10 
UDAG Project Funding Saurces, FY 1986 

(Dollars In Millions) 

Source: US. bpattmenl of Housing and Urben Developnenl. Community Planning and Dedopmenl. Onie  of 
Program Analysis and Evaluation. 

o Over t h e  l i f e  of t h e  program, the re  have been 2,764 UDAG p r o j e c t s  funded 
with a value of $4.2 b i l l i o n .  
planned p r i v a t e  investment and $2,4 b i l l i o n  i n  o t h e r  publ ic  commitments 
f o r  a to ta l  of $32.7 b i l l i o n  i n  planned p ro jec t  expenditures. 

These have leveraged $26.1 b i l l i o n  of 

UDAG Funds Obligated and Dram Down. 
between i tse l f  and t h e  grantee ,  t h e  Department o b l i g a t e s  t h e  UDAG funds 
involved. 

When HUD s igns  t h e  g ran t  agreement 

o Obligat ions of $365.4 mi l l ion  were incurred f o r  285 p r o j e c t s  during FY 
1986 

o Since t h e  beginning of t h e  program, HUD has signed 3,150 grant  agreements, 
thus  o b l i g a t i n g  appropriated UDAG funds of $4,606,187,000. 

o J u s t  over $2.9 b i l l i o n  i n  UDAG funds have been drawn down by grantees  
through t h e  end of FY 1986; t h i s  c o n s t i t u t e s  63 percent  of t h e  program 
funds obl iga ted .  

Project Progress and Private Expenditure Rates. Grantees pe r iod ica l ly  r e p o r t  
t o  HUD on p ro jec t  s t a t u s .  A s  of t h e  end of FY 1986: 

o Construct ion was underway o r  had been completed i n  81 percent  of a l l  
funded p ro jec t s .  

o More than 1,300, o r  for ty- eight  percent of a l l  funded p ro jec t s ,  had been 
closed ou t  o r  completed as of t h e  end of FY 1986. 
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o More than $21.7 b i l l i o n  of p r i v a t e  investment had been expended-83 
percent  of t h e  planned t o t a l  of almost $26 b i l l i o n .  

Program Benefits. 
achieving t h e  benef i t s  called f o r  i n  t h e  grant  agreements. 
h i g h l i g h t s  through t h e  end of FY 1986 include: 

Grantees also r e p o r t  pe r iod ica l ly  on t h e i r  progress i n  
Performance 

0 

0 

0 

0 

0 

The c r e a t i o n  of 273,500 new permanent jobs,  or  50 percent  of t h e  more than  
550,000 planned. O f  t h e  t o t a l  new jobs crea ted ,  over 164,000 (60 percent )  
have been f i l l e d  by low- o r  moderate-income persons and more t h a n  69,000 
(25 percent )  by minori ty persons. 

The r e c e i p t  of almost $210 m i l l i o n  i n  new annual t a x  revenues, or  33 
percent  of t h e  $628 m i l l i o n  planned. 
$135 m i l l i o n  i n  property taxes, $52 mi l l ion  i n  o t h e r  local taxes ,  and $21 
mi l l ion  i n  payments i n  l i e u  of taxes. 

These a d d i t i o n a l  revenues inc lude  

The payback of approximately $232 mi l l ion  from UDAG loans  received by 
almost 560 l o c a l  communities. 

The development of almost 60,000 units of both new and r e h a b i l i t a t e d  
housing--56 percent  of t h e  107,000 units planned. 

The r e c e i p t  of c o n t r a c t s  wi th  a value of $1.2 b i l l i o n  by minori ty 
con t rac to r s  o r  sub- contractors.  F i f ty- s ix  percent  of a l l  UDAG p r o j e c t s  i n  
which c o n t r a c t s  have been awarded involve t h e  p a r t i c i p a t i o n  of one o r  more 
minori ty cont rac tors .  
of con t rac t s  awarded and e i g h t  percent of t h e  d o l l a r  amount of a l l  such 
contrac ts .  

They have received 16 percent  of t h e  t o t a l  number 

THE REUTAL, REHABILITATION PROGRAH 

Participation. The Rental Rehab i l i t a t ion  program, authorized under t h e  
Housing and Urban-Rural Recovery Act of 1983, provides formula g r a n t s  t o  
c i t i es  with populat ions of 50,000 o r  more, Urban Counties, approved consor t ia  
of l o c a l  governments, and S t a t e s  t o  f inance  t h e  r e h a b i l i t a t i o n  of p r iva te ly-  
owned r e n t a l  housing. 

o I n  FY 1986, 409 communities, inc luding 306 c i t ies ,  102 urban count ies ,  
and one consortium, q u a l i f i e d  fo r  d i r e c t  a l l o c a t i o n s  under t h e  Rental 
Rehab i l i t a t ion  program. The 50 S t a t e s  p lus  Puerto Rico a l s o  were 
e l i g i b l e  f o r  tdirect program funding. 

o O f  t h e  409 c c m u n i t i e s  e l ig ib le  fo r  a direct  a l l o c a t i o n ,  353 e l e c t e d  t o  
p a r t i c i p a t e  a3 formula grantees .  I n  add i t ion ,  39 S t a t e s  ( inc luding 
Puerto Rico) have chosen t o  adminis ter  t h e  Rental Rehab i l i t a t ion  program 
f o r  communities t h a t  d i d  no t  r ece ive  a formula grant i n  t h e i r  
j u r i s d i c t i o n .  The Department i s  administering t h e  program f o r  t h e  o t h e r  
S ta tes .  

t 

Program Funding. 
of FY 1984 and FY 1985. During FY 1986, t h e  program received $71.775 m i l l i o n  
i n  appropr ia t ions .  
June of 1986 and, consequently, was not  a v a i l a b l e  t o  grantees  un t i l  very l a t e  
i n  t h e  f i scal  year. 

Congress appropr ia ted  $150 m i l l i o n  f o r  t h e  program i n  each 

The FY 1986 appropr ia t ion  was a l l o c a t e d  t o  grantees  during 
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Program Progress. 
pro jec t  owner have reached a l e g a l l y  binding committment t o  begin cons t ruct ion  
wi th in  90 days, 
drawdown of program funds f o r  a p ro jec t .  

A committed p ro jec t  i s  one i n  which a program gran tee  and 

Completion occurs when the  grantee  has made t he  f i n a l  

o Through the  end of October 1986, grantees  had committed 10,788 p r o j e c t s  
conta in ing 64,895 un i t s .  

o Through t h i s  same period,  grantees  had completed 5,863 p r o j e c t s  
conta in ing 19,621 u n i t s ,  

Rehabilitation Financing. 
Rehab i l i t a t ion  program is intended t o  maximize t he  commitment of p r i v a t e  funds 
and t o  minimize the  publ ic  con t r ibu t ion  t o  the  projec t .  The por t ion  of 
r e h a b i l i t a t i o n  costs funded by the  program o r d i n a r i l y  may not  exceed 50 
percent.  

The r e h a b i l i t a t i o n  subsidy provided by the Rental 

o For every dol lar  of Rental Rehab i l i t a t ion  program funds spent through 
November 30, 1986, $1.59 i n  p r i v a t e  money was spent  on r e h a b i l i t a t i o n .  

o The average pe r  u n i t  r e h a b i l i t a t i o n  cost i n  the  program has been $8,978, 
of which 35 percent  have been Rental Rehabi l i ta t ion  program funds,  seven 
percent have been CDBG funds,  three percent have been o t h e r  publ ic  funds, 
and 55 percent  have been p r i v a t e  funds. 

Figure 11 
Sources of Financing for 

Rental Rehabilitation Program Projects, FY 1986 

I CDBG 

$1 

Source: U.S. Department of Housing and Urban Development, Community Planning and Development. Office of 
Program Analysis and Evaluation. 
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o I n  nea r ly  two- thirds of completed Rental Rehab i l i t a t ion  p ro jec t s ,  t h e  
r e h a b i l i t a t i o n  subsidy was provided through a deferred payment loan. 
Grants were used i n  21 percent of p ro jec t s ,  and direct loans f inanced 11 
percent.  

Rental Assistance. I n  a d d i t i o n  t o  providing a r e h a b i l i t a t i o n  subsidy, t h e  
Rental Rehab i l i t a t ion  program includes  r e n t a l  a s s i s t a n c e  t o  ensure t h a t  lower- 
income tenants  can continue t o  a f fo rd  t o  l i v e  i n  program proper t ies .  This 
r e n t a l  a s s i s t ance  is provided through Sect ion  8 Exis t ing  Housing Certificates 
and Housing Vouchers. 

o Although only about 13 percent of t enan t s  of Rental Rehab i l i t a t ion  
p r o j e c t s  were rece iv ing  r e n t a l  a s s i s t ance  before r e h a b i l i t a t i o n ,  after  
r e h a b i l i t a t i o n  some 62 percent of t enan t s  received such ass i s t ance .  

o Eighty percent of households with incomes of less than 50 percent of t h e  
area median l i v i n g  i n  p r o j e c t s  after  r e h a b i l i t a t i o n  were receiv ing e i t h e r  
a Section 8 Certificate o r  Housing Voucher. 

Project Characteristics. 
g ran tee  considerable d i s c r e t i o n  i n  t h e  s e l e c t i o n  of neighborhoods and types of 
owners and p roper t i e s  t o  be assisted. 
however, t h a t  p r o j e c t s  must be i n  lower-income neighborhoods and t h a t  a t  least 
70 percent  of g r a n t s  must be used t o  r e h a b i l i t a t e  u n i t s  with two o r  more 
bedrooms. 

The Rental Rehabi l i ta t ion  program o f f e r s  each 

Program regu la t ions  do mandate, 

o As of November 30, 1986, 78 percent of completed u n i t s  had two o r  more 
bedrooms and 22 percent  had t h r e e  o r  more bedrooms. 

o The 5,331 completed p r o j e c t s  f o r  which information was ava i l ab le  
contained an average of 3.1 un i t s .  

o The occupancy rate of completed p r o j e c t s  increased from 55 percent before 
r e h a b i l i t a t i o n  t o  89 percent  afterwards. 

o Ninety-two percent of u n i t s  completed and occupied f o r  r e n t  had r e n t s  
t h a t  were less than o r  equal  t o  H U D ' s  Sect ion 8 Exis t ing  F a i r  Market 
Rents, a basic i n d i c a t o r  of t h e  a f f o r d a b i l i t y  of t h e  housing t o  lower- 
income households. 

Tenant Characteristics. To maximize benef i t  t o  lower-income t enan t s ,  t h e  Act 
r e q u i r e s  t ha t  100 percent of a l l  grant  amounts be used t o  benef i t  lower-income 
families with provision f o r  reduct ion  t o  70 percent or  50 percent benef i t  i n  
accordance with c e r t a i n  s t a t u t o r y  tests and t h e  Sec re ta ry ' s  regula t ions .  

o Ninety- three percent  of households i n  completed p r o j e c t s  p r i o r  t o  
r e h a b i l i t a t i o n  had incomes of less than 80 percent of t h e  area median, 
and seventy- three percent  had incomes of less than 50 percent of the  area 
median. After r e h a b i l i t a t i o n ,  ninety-two percent had incomes of less 
than 80 percent  of the area median income and seventy- four percent were 
below t h e  50 percent f igure .  

1 
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o Minority groups constituted 47 percent of the households in completed 
projects prior to rehabilitation and 52 percent of households after 
rehabilitation. 
life of the program. 
and after rehabilitation. 

These proportions have remained fairly constant over the 
Blacks were the largest minority group both before 

Participation. 
1974, as amended, authorizes the transfer (without payment) of unoccupied one- 
to four-family properties owned by certain Federal agencies to communities 
with homesteading programs approved by HUD. Section 810 funds are used to 
reimburse the respective Federal agencies for the value of the units 
transferred to communities for homesteading. 

Section 810 of the Housing and Community Development Act of 

o By the end of FY 1986, the Department had approved 174 communities, 
including three States, for participation in the Urban Homesteading 
program. Minnesota, one of the State participants, has selected ten 
communities to participate in its program. 
142 remained formally in the program as of the end of FY 1986. 
the Minnesota State participants also remained in the program. 

Of the approved communities, 
A l l  of 

o During FY 1986, 28 jurisdictions, including the States of Ohio and 
Minnesota, entered the program. 

Program Funding and Expe nditure. 
transfers properties to homesteaders without substantial cost, it is the 
homesteader's responsibility t o  pay for or do whatever rehabilitation is 
needed to meet required local standards. 

While the Urban Homesteading program 

o In FY 1986, $11.358 million was appropriated for Section 810 
acquisitions. 
$12.145 million and outlays of $9.9 million. 

The program incurred obligations during the year of 

o Communities acquired 723 properties using Section 810 funds in FY 1986. 

o The average value of Section 810 properties transferred to communities 
during FY 1986 was $18,127. 

o The average cost of rehabilitating a homesteading unit during FY 1986 was 
$20,602, with the Section 312 loan program providing the largest source 
of rehabilitation financing. 

SECTION 312 BEBllBILITAT'IOl? LON4 PROGRAM 

Participation. Section 312 of the Housing Act of 1964, as amended, provides 
low-interest loans to property owners to finance the rehabilitation of 
eligible properties. 

o During FY 1986, the Department obligated 1,180 loans totalling $40.411 
million in 201 communities. Program funding depends entirely on loan 
repayments, recovery of prior year commitments, and the unobligated 
balance from previous years. 
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Loan Characteristics, 
percent fo r  lower-income families and a f l o a t i n g  interest rate t o  a l l  o t h e r  
borrowers. The term of the Section 312 loan cannot exceed 20 years  o r  three- 
f o u r t h s  of the  remaining economic l i f e  of t h e  property,  whichever is shor te r .  

The Department charged a minimum i n t e r e s t  rate of t h r e e  

o Ninety-nine percent  of Section 312 loans  i n  FY 1986 went t o  r e h a b i l i t a t e  
single- family proper t ies .  These loans averaged $27,381 pe r  u n i t  f o r  t h e  
1,292 u n i t s  r e h a b i l i t a t e d .  

o The remaining 16 loans  f inanced r e h a b i l i t a t i o n  of 268 u n i t s  i n  mult i-  
family  p roper t i e s  a t  an average cost of $18,794 pe r  un i t .  

Loan Collection Activity. The Department se rv ices  active Sect ion  312 loans 
through a number of c o n t r a c t s  and subcontracts .  
Associat ion (FNMA) and i ts  p r i v a t e  s e r v i c e r s  adminis ter  71 percent  of the  
outstanding loans and 53 percent of the  outstanding loan amount. The €IUD 
Centra l  Office manages t h e  remaining loans ,  inc luding defaul ted  loans and a l l  
new loans,  through a p r i v a t e  cont rac tor .  

The Federal  National Mortgage 

o During FY 1986, t h e  proport ion of Sect ion 312 loans  whose repayment is  
current  increased t o  83 percent from 80 percent i n  FY 1985. 
proport ion of outstanding loan amounts i n  loans  whose repayment is 
current  increased t o  77 percent i n  FY 1986 from 74 percent t h e  previous 
year. 

The 

SECRETARY'S DISCRE+IOI?ARY FmJD 

Secretary' s Discretionary Fund. 
author ized  by Sect ion  107 of t h e  Housing and Community Development Act of 1974 
t o  provide a source of non-entitlement funding f o r  s p e c i a l  groups and 
p ro jec t s .  The appropr ia t ion  for  FY 1986 was $57.9 mi l l ion .  

The Sec re ta ry ' s  Discre t ionary  Fund is 

o The Office of Commclnity Planning and Development (CPD) d i s t r i b u t e d  $24.6 
mi l l ion  of t he  $25.8 mi l l ion  a l l o c a t e d  t o  t h e  CDBG Program fo r  Indian  
Tr ibes  and Alaska Natives. Eighty-nine g r a n t s  f o r  community development 
a c t i v i t i e s  were awarded. Almost three- fifths of the  funds d i s t r i b u t e d  
went t o  either housing r e h a b i l i t a t i o n  (30 percent )  o r  economic 
development (29 percent )  p ro jec t s .  

o The I n s u l a r  Areas CDBG program made g r a n t s  t o t a l l i n g  $4.1 m i l l i o n  out  of 
t he  $6.0 m i l l i o n  a v a i l a b l e  t o  Guam, t h e  Commonwealth of Northern Mariana 
I s l ands ,  American Samoa, and t h e  Trust  T e r r i t o r i e s  of t h e  Pacific. The 
d i s t r i b u t i o n  of funds f o r  the  Virgin I s l ands  is still under review. 
Approximately 37 percent  of t h e  program funds awarded are planned t o  be 
used f o r  community fac i l i t i es  and about 26 percent  f o r  i n f r a s t r u c t u r e  
development. Administrat ive expenses, housing r e h a b i l i t a t i o n ,  and 
economic development w i l l  share t h e  remaining funds. 

o I n  add i t ion ,  $14.6 m i l l i o n  was a l l o c a t e d  t o  provide t echn ica l  a s s i s t a n c e  
t o  p a r t i c i p a n t s  i n  CPD programs and $11.4 mi l l ion  f o r  s p e c i a l  p ro jec t s .  
A t o t a l  of 101 c o n t r a c t s  and g r a n t s  were awarded under both programs i n  
FY 1986. 
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CHBPTEB 1 

INTRODUCTION 

The Community Development Block Grant (CDBG) Entitlement program is t h e  U.S. 
Department of Housing and Urban Development's p r inc ipa l  program t o  assist 
local governments i n  addressing t h e i r  l o c a l l y  defined community development 
needs. This program provides funding t o  Metropolitan Cities and Urban 
Counties. Metropolitan Cities are defined as c e n t r a l  c i t ies  i n  Metropolitan 
S t a t i s t i c a l  Areas (MSAs) o r  c i t ies  i n  MSAs wi th  populat ions of 50,000 or 
more. A county i n  a MSA can qua l i fy  as an Urban County i f  it  i s  wi th in  an  MSA 
and has a populat ion of  200,000 or more, excluding any c i t i es  tha t  qua l i fy  f o r  
an Entitlement grant  and any o the r  communities t h a t  do not  choose t o  
p a r t i c i p a t e  i n  t h e  program through t h e  Urban County. 

A community's CDBG Enti t lement amount i s  determined by one of two a l l o c a t i o n  
formulas, which incorpora te  t h e  current  population, t h e  populat ion growth l a g ,  
t h e  number of persons i n  poverty, t h e  extent  of over-crowded housing and t h e  
amount of housing b u i l t  before 1940. Entitlement r e c i p i e n t s  must meet minimum 
front-end requirements, and they exerc i se  broad d i s c r e t i o n  both t o  def ine  
local needs and t o  develop programs t o  address them. Every a c t i v i t y  se lec ted  
by t h e  community must q u a l i f y  as e i t h e r  benef i t ing  low- and moderate- income 
persons, preventing o r  e l iminat ing  slums and b l i g h t ,  o r  meeting an  urgent 
local need. I n  add i t ion ,  s ince  1983 each program must spend at least 51 
percent of i t s  funds, dur ing  a one-to-three year  period a community selects, 
on a c t i v i t i e s  t ha t  p r i n c i p a l l y  benef i t  low- and mderate- income persons. 

This chapter  describes t h e  opera t ion  of t h e  CDBG Enti t lement program during EY 
1986, and presen t s  information on planned spending fo r  FY 1986, and actual 
expenditures fo r  1984, t h e  most recent  year f o r  which such information i s  
avai lable .  The chapter  is organized i n t o  four  major sec t ions .  The first 
s e c t i o n  r e p o r t s  on FY 1986 Congressional and Administration budget ac t ions  and 
grantee  funding, e l i g i b i l i t y  and pa r t i c ipa t ion .  The second sec t ion  focuses  on 
t h e  a c t i v i t i e s  f o r  which communities planned t o  spend t h e i r  FY 1986 grant  
funds,  and t h e  t h i r d  s e c t i o n  r e p o r t s  on the a c t u a l  expenditure of funds i n  
1984. The last s e c t i o n  d iscusses  t h e  amount of p a r t i c i p a t i o n  and funding 
under t h e  Sect ion  108 Loan Guarantee Program. Information on monitoring, 
sanct ions ,  a u d i t s ,  and o t h e r  a spec t s  of CDBG grant  management is contained i n  
Chapter 5. 

PROGRAM F"DI13G bBD PLLBTICIPATIOB 

This  s e c t i o n  i s  divided i n t o  f o u r  par ts :  FY 1986 Congressional and 
Administrat ive budget ac t ions ;  grantee  e l i g i b i l i t y ,  p a r t i c i p a t i o n  and funding; 
unexpended program funds; and s i g n i f i c a n t  management a c t i o n s  undertaken during 
FY 1986. 



AUTEIORIZATION, APPROPRIATION AND LLOCATIOB ACTIOBS IB FY 1986 

Authorization. The Housing and Urban-Rural Recovery Act of 1983 authorized a n  
appropr ia t ion  of up t o  $3.468 b i l l i o n  f o r  each of three fiscal  years ,  the last 
of which was FY 1986. O f  t h i s  amount, up t o  $68.2 mi l l ion  i n  each f iscal  year 
was authorized t o  be appropriated f o r  t he  Secre tary ' s  Discre t ionary  Fund. A 
separa te  and comprehensive set of housing and community development amendments 
was not  enacted i n  1985. However, two substant ive  changes t o  t he  CDBG program 
were enacted as a p a r t  of t he  Consolidated Omnibus Budget Reconcil iat ion Act 
of 1985, signed by the  President  on Apri l  7, 1986. The new l e g i s l a t i o n  
continued the e l i g i b i l i t y  of 25 metropolitan c i t ies  that  had l o s t  t he i r  
c e n t r a l  c i t y  des ignat ion o r  had t h e i r  population dec l ine  below 50,000. The 
second provis ion prohibi ted  the f inancing of Section 108 loans  through the  
Federal  Financing Bank and required  BUD t o  set up a system of p r i v a t e  s e c t o r  
f inancing of Section 108 loans. 

Appropriation and Allocation. The f i n a l  amount of FY 1986 funds a v a i l a b l e  f o r  
a l l o c a t i o n  under the  CDBG program was $2.99 b i l l i o n .  This r epresen t s  a $482 
m i l l i o n  (14 percent)  decrease i n  t he  amount of funds appropriated f o r  the CDBG 
program compared t o  FY 1985. After sub t rac t ing  t h e  Secre tary ' s  Discret ionary 
Fund amount ($58 mi l l ion) ,  t h e  CDBG Entitlement program received i ts  s t a t u t o r y  
a l l o c a t i o n  of 70 percent of $2.932 b i l l i o n  o r  $2.052 b i l l i o n .  I 
The FY 1986 Appropriation Act provided $3.125 b i l l i o n  f o r  the  CDBG program, of 
which $60 m i l l i o n  was t o  be a l l o c a t e d  first t o  the Secre tary ' s  Discret ionary 
Fund. T h i s  was a 10 percent decrease from the funds appropriated f o r  FY 
1985. However, fol lowing the  enactment of t h e  Appropriation Act, t h e  CDBG 
program's funding was fu r the r  affected by t he  operat ion of t he  Balanced Budget 
and Emergency Deficit Control Act of 1985 (hereafter called Gram-Rudman- 
Holl ings)  and an  Administration deferral announced i n  February 1986. The 
Gramm-Rudman-Hollings process r e s u l t e d  i n  a f i n a l  4.3 percent ($134 mi l l ion)  
reduction,  o r  sequest ra t ion ,  of CDBG program funds t o  $2.99 b i l l i o n .  

I n  a d d i t i o n  t o  the Gram-Rudman-Hollings reduction,  on February 5, 1986 the 
Administration announced the deferral of $500 mi l l ion  i n  FY 1986 CDBG funds t o  
t he  following fiscal year. Several  CDBG grantees i n s t i t u t e d  a lawsuit  
challenging t he  c o n s t i t u t i o n a l i t y  of the  sec t ion  of t h e  Impoundment Control 
Act of 1974 t h a t  authorized the  President  t o  defer o r  impound the  expenditure 
of funds appropriated by Congress. I n  May 1986, a Federal  District Court 
inva l ida ted  the  provision author iz ing deferrals, but the  effect of the 
decis ion was s tayed pending an  appeal  t o  the Ci rcu i t  Court of Appeals.' I n  
the  meantime, both Houses of Congress moved t o  overturn the deferral a c t i o n  by 
l e g i s l a t i o n .  I n  July ,  Congress passed the  Urgent Supplemental Appropriation 
Act of 1986 which contained a provis ion d i r e c t i n g  t he  President  t o  a l l o c a t e  
the  funds involved i n  the deferral act ion.  Following the enactment of t h i s  
l e g i s l a t i o n ,  the  deferred  funds were res tored t o  a l l  grantees. However, 
during the  five-month deferral period, nea r ly  a l l  grantees '  a l l o c a t i o n s  were 
reduced by 14 percent t o  reflect the deferred amount. 
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Eligibi l i ty .  There were 827 communities--711 Metropolitan Cities and 116 
Urban Counties- - eligible t o  receive  CDBG Entitlement g r a n t s  i n  1986. (See 
Table 1-1.) This represented a n e t  increase  of 13 j u r i s d i c t i o n s  over those  
el igible i n  1985. A t o t a l  of 15 communities (6 Metropolitan Communities and 9 
Urban Counties) were e l i g i b l e  t o  r ece ive  an Entitlement g ran t  f o r  t h e  first 
time i n  FY 1986. However, two Metropolitan c i t i es  chose t o  defer t h e i r  
Entitlement s t a t u s ,  thereby ensuring e l i g i b i l i t y  f o r  Urban County status* t o  
t h e  county i n  which they were located. With t h e  add i t ion  of these  two 
communities t h e r e  are now 12 c i t ies  t h a t  have deferred t h e i r  Entitlement 
s t a t u s  i n  order t o  continue t o  p a r t i c i p a t e  i n  t h e i r  Urban County's 
program. 

1981 1983 1984 1985 1986 Grantee Type 
Metro Cities 52 1 562 583 637 691 707 71 1 

- 1975 1979 - 
107 - 116 - 104 98 - 86 - 73 - 84 - Urban Counties 

Total 594 646 669 73 5 795 81 4 827 

SOURCE: Department of Housing and Urban Development, Community Planning and 
Development, Office of Management. 

The number of j u r i s d i c t i o n s  e l ig ib le  t o  rece ive  CDBG Entitlement program 
funding increased 39 percent  between 1975 and 1986. The number of 
Metropolitan Cities increased by 190 (36 percent)  and t h e  number of Urban 
Counties increased by 43 (59 percent ) .  

I n  1986 approximately 62 percent or 512 of t h e  grantees  were e n t i t l e d  t o  a 
g ran t  because of a c e n t r a l  c i t y  designation,  21 percent  o r  174 of t h e  grantees  
were el igible because t h e i r  populations exceeded 50,000, and 14 percent or  116 
count ies  q u a l i f i e d  f o r  an  Urban County designation. Twenty-five o r  3 percent  
of t h e  g ran tees  continue t o  rece ive  CDBG g r a n t s  through l e g i s l a t i v e l y  enacted 
grandfathering provis ions  even though they have l o s t  c e n t r a l  c i t y  s t a t u s  ( 17 
ci t ies)  o r  had thei r  populat ion dec l ine  below 50,000 (8 ci t ies) .  This i s  a 
dec l ine  from a high of 27 grandfathered ent i t lement  communities i n  FY 1985 
because two previously grandfathered c i t ies  regained e l i g i b i l i t y  by being 
declruned c e n t r a l  cities. 

* Deferment of Enti t lement s t a t u s  i s  d i f f e r e n t  from the s i t u a t i o n  discussed 
on page 1-4, where a Metropolitan Ci ty  rece ives  i t s  own Entitlement g ran t ,  
but undertakes a j o i n t  program with an  Urban County. 
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FY 1986 Funding and Participation. There are three sources  of grantee  program 
funds -- a formula grant  from new appropr ia t ions ,  r e a l l o c a t i o n  of p r i o r  years '  
recaptured or unapplied- for funds, and program income generated from 
previous ly  funded a c t i v i t i e s .  The Entitlement grant  from newly appropriated 
funds provides t h e  overwhelming proport ion of funds a g ran tee  r ece ives  each 
year. The amount of Entitlement funds a community r ece ives  is  based upon 
c a l c u l a t i o n s  of one of two statutorily-mandated ob jec t ive  formulas. An 
a l l o c a t i o n  under the  o r i g i n a l  formula crea ted  i n  1974 (formula A) is based on 
sha res  of population weighted a t  25 percent,  poverty weighted a t  50 percent,  
and overcrowded housing weighted a t  25 percent.  An a l l o c a t i o n  under formula 
B, e s t ab l i shed  i n  1977, is based on share  of poverty weighted a t  30 percent ,  
pre-1940 housing weighted a t  50 percent ,  and 1960-1982 populat ion growth l a g  
weighted a t  20 percent.  Each g ran tee ' s  Entitlement is calculated using both 
formulas and i t  rece ives  t h e  greater of t h e  two ca lcu la ted  amounts. I n  1986, 
57 percent  of grantees  received funds under formula A and 43 percent  under 
formula B. 

I n  FY 1986, 810 j u r i s d i c t i o n s  rece ived an Entitlement grant ;  694 Metropolitan 
Cities received $1.65 b i l l i o n  and 116 Urban Counties were awarded $390 
mi l l ion .  This r ep resen t s  decreases of 14.5 percent from t h e  funds provided t o  
Metropolitan Cities and of 11.4 percent  t o  Urban Counties i n  FY 1985. Two 
gran tees '  approvals  were pending as of February 1, 1987 because of quest ions 
regarding t h e i r  pas t  performance i n  t h e  CDBG program. (See Table 1-2.) 

The number of Metropolitan Cities choosing t o  have t h e i r  FY 1986 Entitlement 
g r a n t s  combined wi th  an  Urban County program remained a t  seven. Three 
Metropoli tan Cities had t h e i r  FY 1986 g ran t s  p a r t i a l l y  reduced and e i g h t  
e l i g i b l e  Metropolitan Cities d i d  no t  apply for  t h e i r  grants .  The amount of 
funds from t h e  t h r e e  grant  reductions ($45,877) and t h e  e i g h t  non- 
p a r t i c i p a t i n g  grantees  ($4,566,000) w i l l  be reallocated i n  1987. 

1986 Reallocation. 
reallocates by s t a t u t o r y  formula any previous yea r ' s  funds t h a t  were withheld, 
recaptured,  o r  n o t  appl ied  fo r .  The l a w  provides t h a t  such funds are t o  be 
reallocated by formula among o t h e r  r e c i p i e n t s  i n  t h e  same metropoli tan area as 
t h e  community from which t h e  funds were obtained. There a r e  two l i m i t a t i o n s  
on t h i s  r e a l l o c a t i o n  procedure. F i r s t ,  a grantee  i s  banned from having its 
funds r e a l l o c a t e d  t o  i tself .  Second, no community may rece ive  reallocated 
funds i n  an  amount t h a t  exceeds 25 percent of i t s  bas ic  grant  amount. Funds 
t h a t  become a v a i l a b l e  f o r  r e a l l o c a t i o n  under these  l i m i t a t i o n s  are reallocated 
n a t i o n a l l y  t o  a l l  grantees.  

I n  a d d i t i o n  t o  g r a n t s  from each y e a r ' s  appropr ia t ion ,  HUD 

A t o t a l  of $8.4 m i l l i o n  was reallocated ($1,270,547 from FY 1984 and $7,122,00 
from 1985 funds)  t o  79 g ran tees  (72 Metropolitan Cities and 7 Urban Counties) 
i n  16 states and Puerto Rico. S ix teen rea l loca t ions  were $1,000 or  less, and 
10 were over $100,000. There was no reallocated money d i s t r i b u t e d  n a t i o n a l l y  
i n  1986. 



TABLE 1-2 

PPJDING STAT= aP CDBG E I J T I T I , ~ N T  CCBMJNITIES, FY 1986 
(Dollars in Thousands) 

status 
E l i g i b l e  

Com bined with  
Urban County 

F u l l  Amrds 
P a r t i a l  A w a r d +  
Combined w i t h  
Urban County 

Pending Approval 
Did  Not Apply 

Awarded: 

To ta l  Metro Cities 
Number Amount Number Amount - 827 $2,052,775 711 $ 1,667,753 

7 NA 7 NA - 810 2,043,933 - 694 1,654,078 
807 2,034,004 692 1,652,043 

3 5,091 2 2,035 

NA 4,838 N A  NA 
- 2 4,230 - 2 4,230 
- 8 4,566 - 8 4,566 

Urban Counties 
Number Amount - 116 $385,022 

N A  NA 
116 389,855 
115 381,961 

1 3,056 

7 

NA 4,838 
0 

0 
- 0 

0 
- 

- - 
+ FY 1986 Grant reductions to ta l ed  $45,876. 

$4,566,000 that was not  awarded i n  FY 86, and $483,699 i n  FY 85 
reductions w i l l  be rea l located  during FY 1 987 

These funds, along with 

SOURCX: U.S Department of  Housing and Urban Development, Community Planning 
and Development, Office of Management, Data Systems and S ta t i s t i c s  
Division. Compiled by  t h e  Office of Program Analysis and Evaluation. 

Program Income. Income generated from the  proceeds of previously funded 
a c t i v i t i e s  is a t h i r d  source of program funds for  grantees.  Program 
regula t ions  r equ i re  that use of t h i s  income meet a l l  t h e  requirements that 
apply to newly appropriated o r  r ea l loca ted  funds. During 1984, t h e  most 
recent  year f o r  which information is ava i l ab le ,  Metropolitan C i t i e s  and Urban 
Counties repor ted  genera t ing  an estimated $372 mi l l ion  i n  program income. 
T h i s  w a s  equa l  t o  almost 15.6 percent  of the  funds appropriated f o r  t h e  
Enti t lement program i n  FY 1984. Metropolitan Cities generated program income 
equa l  t o  16.5 percent  and Urban Counties equal to 11.8 percent o f t h e  amounts 
a l loca ted  to  them i n  1 9 4 .  (See Table 1-3.) 

The largest source of program income was generated from revolving or o t h e r  
loan repayment sources. These two sources of income accounted f o r  almost 70 
percent ($255 mi l l ion)  of a l l  income reported by grantees  i n  1984. Loan 
repayments accounted f o r  $146 mi l l ion  (39 pe rcen t )  and revolving loan funds- 
loan repayments that  must be reinvested i n  the  same activity- were $109 
mi l l ion  (30 pe rcen t )  of t h i s  t o t a l .  Housing r e h a b i l i t a t i o n  repayments ($75 
mil l ion) c o n s t i t u t e d  almost 70 percent  of a l l  revolving loan income compared 
t o  those  involving economic development funds ($32 mi l l ion  o r  33 percent) .  
The second largest source of a l l  program income ($67 mi l l ion  or 18 percent )  
r e su l t ed  from the  sale of land. The remaining amount of 1 9 4  program income 
was generated by r e n t a l  incame (2 percent ) ,  fees f o r  s e r v i c e s  (2 pe rcen t ) ,  
refunds (2 percent )  and other sources (6 percent)  that could not be 
categorized separa te ly .  
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TABLE 1-3 

CIBG ENTITLEWW PR0c;RBM M C M ,  FY 1584 
( D o l l a r s  in H i l l i o n s )  

Source o f  Income 
Revolving Loan Funds 

Housing R ehabi l i t a  t i o n  
E conomi c Devel opmm t 

Loan Repayments 
Sale of  Land 
Rental Income 
Fees f o r  Services  
Refunds 
Other Sources 

To ta l  

Metro 
Cities 

Amount &. 
$88 27% 
(66) (20) 
(21) ( 7) 
134 42 
62 19 
10 3 
9 3 
9 3 
’0 - 3 

$322 100% 
- 

Urban 
Counties 

Amount E. 
42 % 

A l l  
Grantees 

Amount , &J. 
8 109 30 

(75) (20) 
(33) ( 10) 
146 9 
67 18 
11 3 
9 2 
9 2 

* Less than $500,000 or  .5 percent  
Note: Detail does not add due to rounding. 

SOURCE: U.S. Department. of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, CDBG Performance 
Monitoring and Evaluat ion Data Base.  

There were s i g n i f i c a n t  v a r i a t i o n s  i n  t h e  amount of program income genemted i n  
1984 by t h e  316 communties included i n  the  sample of Metropolitan Cities and 
Urban Counties used to  produce this Chapter. (See Methodological Appendix f o r  
a desc r ip t ion  of t h i s  sample.) About 88 percent of  the  grantees reported 
g e n e m t i n g  some program income. However, t he  amount of program income 
generated var ied  s i g n i f i c a n t l y ,  with 39 percent of the  grantees  repor t ing  
program income equal t o  10 percent  or more of t h e i r  1984 g r a n t ,  and 41 percent  
r epor t ing  program income equa l  t o  less than 5 percent of t h e i r  Enti t lement 
amount. Only a few communties (18) reported program income i n  excess of 50 
percent  o f  t h e i r  grant .  The reasons for t h e  proport ionately 
high income received i n  t h i s  last category  vary by size of grant:  communities 
wi th  large g ran t s  (over $5 mil l ion)  use CD in te r im financing or f l o a t s ,  which 
may involve s i z e a b l e  but  r a p i d l y  recycled out lays ;  and communities w i t h  
smaller g ran t s ,  i n  a d d i t i o n  t o  some use of floats, received var ious  one-time 
cash infusions from such sources as t h e  sale of property. 

(See Table 1-11.> 

1 

Each year  a CDBG grantee’s  Ent i t lement  amount is added to  its letter of credi t  
a t  t h e  U.S. Treasury. The grantee then dmws down t h e  funds as needed to pay 
for  the  a c t u a l  cost of a c t i v i t i e s  undertaken during the  year. A t  t he  end of 
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TABLE 1 4  

CIBG EKlTTLEFSNT PRO[;EULH I13- AS A 
PEE(ENTACE OF C C " I T I E S '  W T S ,  F Y  1984 

Program Income 
as a Percentage 
of  1984 G r a n t -  

50+ 
30 -4 9 
10-29 
5 -9 
2-4 

-01-1 
0 

Tota l  

Metro 
Cities -- Number Pct. 
14 7% 
18 8 
65 30 
45 21 
19 9 
28 13 

Urban 
Counties -- Number Pct. 
4 4% 
3 3 
21 20 

21 22 
15 

l5 25 26 
12 - 12 - 26 12 - 

215 100% 103 100% 

A l l  
Grantees 

Number E. 
18 6% 
21 6 
86 27 
63 20 
38 12 
54 17 
2 12 
318 100% 

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, CDBG Performance 
Monitoring and Evaluat ion Data Base. 

each f iscal  year ,  some unexpended program funds are carried over i n t o  t h e  next 
f i s c a l  year. This  occurs f o r  seve ra l  reasons. F i r s t ,  most grantees rece ive  
t h e i r  annual awards late  i n  t h e  Federa l  fiscal year. Second, communities 
budget the  majori ty of t h e i r  funds t o  s e v e r a l  a c t i v i t i e s ,  such as housing and 
pub l i c  works, that  are E l a t i v e l y  slow-starting because they involve long 
contrac t ing  times and seasonal  cons t ruct ion  scheduling. I n  some cases 
communities select p r o j e c t s  that take severa l  years  t o  complete. I n  o the r  
cases i n e f f i c i e n t  local planning and execution of p r o j e c t s  may result i n  slow 
expenditures. I n  the  aggregate,  only two percent  of CDBG Enti t lement funds 
are a c t u a l l y  expended i n  the  same year t h a t  they are appropriated and awarded 
to  grantees .  

The balance of t h e  unexpended appropr ia t ions  f o r  the  CDBG Enti t lement Program 
was $3.626 b i l l i o n  a t  the  end of the 1986 f iscal  year. This  i s  a $145 mil l ion  
(3.9 percent )  decrease from the previous year. (See Table 1-5.) During 1986 
grantees expended $2.255 b i l l i o n  i n  previously appropriated CDBG Enti t lement 
Program funds. The leve l  o f  FY 1986 expenditure was $141 mil l ion  (5.8 
percent )  less  than the  $2.396 b i l l i o n  drawn dokn i n  1985. Two f a c t o r s  
affected t h e  l e v e l  of expenditure and unexpended funds i n  1986. F i r s t ,  t h e  
Ent i t lement  Program's FY 1986 appropr ia t ion  w a s  reduced by $335 mill ion.  
Second, t h e  proposed deferral of nea r ly  $350 mil l ion  (22 percent)  i n  program 
funds r e s u l t e d  i n  seven months of uncer ta in ty  f o r  many grantees  i n  the  
planning and implementation of FY 1986 activities. 

1 

I 
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TABLE 1-5 

DNEXPENDED B U ( E  CKBG KWITLEISNT P-H AF'PRCPRIATIOlB, 

(Dollars in B i l l i o n s )  
FY 1979 - FY lB6* 

Fiscal  Year 
1 979 
1980 
1981 
1 982 
1%3 
1 984 
1985 
1986 

Tota l  
Unex pended 

Appropriations 
$4.956 

4.739 
4.471 
4.065 
3.810 
3 0787 
3.771 
3.626 

Percent  
Change From 

Previous Year 
+4 .O% 
-4.4 
-5 07 
-9.1 
-6 - 3  - 06 - 04 
-3 - 9  

* A s  of September 30th  of  each year. 

SOURCE : U.S . Department of Housing and Urban Development, Comuni t y  Planning 
and Development, Office of Management, Budget Division. Compiled by the  
Office of Program Analysis and Evaluation. 

FY 1966 M A ( E H 3 N T  AacTIOB 

For the  t h i r d  s t r a i g h t  y e a r  CDBG grantees were guided by i n b r i m  o p e m t i n g  
ins t ruc t ions .  New r egu la t ions  implementing the  1983 and 1984 amendments as 
w e l l  as new program management r ev i s ions  =re published for  comment by HUD on 
October 31, 1984. Revisions were made and the  f i n a l  regula t ions  were 
submit ted to t h e  U.S. Department of J u s t i c e  fo r  review i n  October 1985. 
J u s t i c e  Department review was based upon Executive Order 12250 which requi res  
the  J u s t i c e  Department t o  review a l l  regula t ions  involving equal opportunity 
o r  non-discrimination compliance matters. As of  February 1987, nego t i a t ions  
w i t h  the  J u s t i c e  Department over concerns about t h e  scope of t h e  equal 
oppor tuni ty  performance s tandards  have not been concluded. The long delay  i n  
i s s u i n g  these regu la t ions  has r e su l t ed  i n  uncer ta in ty  for HUD f i e l d  staff and 
grantees  as t o  e l i g i b i l i t y  and recordkeeping standards for important program 
are as. 

The operat ion of t h e  Enti t lement program uas s i g n i f i c a n t l y  affected by t h e  
temporary CLXG funding deferral of $350 mil l ion  and the $134 mill ion Gramm- 
Rudman-Hollings reduct ion  i n  March. Nearly a l l  grantees '  planning and 
implementation of t h e i r  FY 1986 programs were disrupted by t h e  reductions and 
subsequent need to i n s t i t u t e  one or more program amendments involving c i t i z e n  
p a r t i c i p a t i o n  and l o c a l  government approvals to e i t h e r  reduce funds and/or add 
back returned deferral funds. 

1 

I n  January 1986, a U.S. Department of Labor adminis t ra t ive  review board upheld 
a decis ion  of Ju ly  31, 1985 by t h e  Under Secre tary  o f  Labor that Davis-Bacon 
Act labor requirements apply  to p r i v a t e l y  financed const ruct ion  i n  p r o j e c t s  
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only indirectly assisted under the CDBG or W A G  programs. This position was 
contrary to HUD's long standing legal position that Davis-Bacon wage 
requirements did not apply if the use of CDBG or  W A G  funds is limited to 
nonconstruction aspects of the project, such as the land, machinery or 
equipment costs. There is significant concern by grantees that this ruling 
will result in greater costs for many projects, and make many projects 
financially infeasible as the higher Davis-Bacon wages offset the CDBG and 
UDAG funding incentives. 

In August 1986, HUD issued an opinion providing new guidance to grantees on 
the funding of activities involving religious organizations. That guidance, 
along with subsequent clarifications, prohibits the expenditure of CDBG funds 
on the construction, rehabilitation, maintenance, or restoration of structures 
or other real property owned by religious entities, even if such property is 
to be used for a wholly secular purpose. Nor may CDBG money be used to help 
religious entities acquire real property regardless of the purpose to which 
the property is put. Nevertheless CDBG funds may be used to acquire property 
owned by a church entity if the use is for non-religious, CDBG-eligible 
purposes. The guidance also makes clear that a religious organization can 
qualify to receive CDBG assistance for providing public services, providing it 
agrees in writing that there be no religious setting or selectivity in the 
provision of those services. 

PLANED USE OF FY 1986 PROGEAU RRiiDS 

This section reports on how E titlement communities planned to spend their FY 
1986 allocation of CDBG funds? Information contained in this section derives 
from information reported by Entitlement Cities and Urban Counties in their FY 
1986 Statements of Projected Use of Funds. In addition to broad categories of 
community development spending, this section presents supplemental detail on 
housing, public works, and economic development spending. Patterns of planned 
expenditure from 1980 to 1986 also are presented. 

ACTIVITIES TO BE FUEDED-FISCAL. IEbB 1986 

Programing of FY 1986 Entitlement community spending covered an estimated 
$2,475 million: $2,053 million from the Fy 1986 entitlement, supplemented by 
an expected $422 million of program income, reprogrammed funds from prior 
years, and communities' own contributions to CDBG-funded projects. 

Housing-related activities, principally housing renovation, were the largest 
single category of planned E'Y 1986 program spending, totaling 35 percent of 
all CDBG entitlement spending. (See Table 1-61. Communities budgeted some 
one-fifth of program resources for public facilities expenditures, and lesser 
amounts for economic development (13 percent) and public services (10 
percent). Administration and planning activities, limited by statute to not 
more than 20 percent of each community's available program resources, 
represented only 13 percent of all planned spending. 

I 
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I n  genera l ,  c i t i es  and urban counties accorded p r i o r i t y  to somewhat d i f f e r e n t  
program categor ies :  Enti t lement c i t i es  budgeted about  37 percent of funds to 
housing--more than double t h e  amount budgeted t o  any o ther  s i n g l e  category. 
Urban count ies  in c o n t r a s t  placed higher emphasis on pub l i c  faci l i t ies  
expenditures. Urban Counties budgeted funds i n  roughly equal proport ions t o  
housing and publ ic  works; 27 percent and 32 percent respect ive ly .  

CIl5G ENTITLKBNT P-H PUNNED SPePDMG 
BY MAJOR ACXIVDlpEs MD GRWTRB TEE, PI 1986 

(Dollars in Hil l ions )  

Metro Urban 
Cities C oun ti es 

A c t i v i t y  Amount Pct. Amount Pct. 
Housing-Related $745 37% $114 27% 
Publ ic  F a c i l i t i e s  and 

Improvements 370 18 135 32 

Publ ic  Se rv ices  214 11 23 5 
Acq u i s i  t i o n  and 

Clearance-Related 133 7 18 4 
Contingencies * 31 2 21 5 

Sec t ion  108 Laans 24 1 7 1  

Economic Development 257 13 47 11 

Repayment of 

Administrat ion and 

To ta l  
Budgeted 

Amount Pct. 
$859 35% 

506 21 
304 13 
236 10 

151 6 
52 2 

31 1 

Planning 
T o t a l  

243 12 61 14 304 13 
$2,017 100% $622 100% $2,439 100% 

Note: Detail does n o t  add due t o  rounding. 
F igures  reflect 98.5% of total  estimated program resources of $2,475 

SOURCX: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, CDBG Performance 
Monitoring and Evaluat ion Data Bases. 

Planned Housing Pundinp-FY 1966. The r e h a b i l i t a t i o n  of single family, owner- 
occupied, housing represented the bulk of FY 1986 planned CDBGfunded housing - 
a c t i v i t i e s .  A s  shown i n  Table 1-7, near ly  two- thirds of a l l  planned CDBG 
expenditures,  an est imated $524 mil l ion ,  were earmarked for programs to 
upgrade single- family dwellings. About 21 percent of CDBG funds earmarked for 
housing mpresented  community investments i n  r e n t a l  housing. Only modest 
amounts were  budgeted t o  suppor t  publicly-owned housing, code enforcement, or 
other housing a c t i v i t i e s ,  inc lud ing  =me program d e l i v e r y  costs. 

The Ent i t lement  c i t ies  planned to make the v a s t  majori ty of CDBG-furxied 
mult ifamily housing expenditures. O f  a to ta l  $185 m i l l i o n  i n  r e n t a l  housing 
expendi tures ,  ci t ies allocate a l l  but  $3 mil l ion  o f  t h i s  amount. Urban 
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counties'  almost complete emphasis on single-family housing, 82 percent of 
t h e i r  planned CDBG housing expenditures, probably re f lec ted  lower-density 
suburban development pat terns  and t h e  predominance of owner-occupied uni ts .  
The r e l a t i v e  amounts accorded t o  other types of housing expenditure by cit ies 
and urban counties were near ly  ident ical .  

-~ 

TABLE 1-7 

Activity 
Single-Family 

Rehabil i tat ion 
Multifamily/Rental 

Rehabil i tat ion 
Rehabil i tat ion of 

Public Residential  
Facilities 

Code Enforcement 
Other - 

Total  

Metro Urban Total 
Cities Counties Budgeted 

Amount - Pct .  Amount - Pct .  Amount - Pct .  

$430 w $ 94 84% $524 61% 

182 24 3 3 185 21 

21 3 4 3 25 3 
32 4 3 3 35 4 

11 11 10 92 - 11 $mi 100% $E 100% 
- - 81 

$75 100% 

Note: Detail does not add due t o  rounding. 

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, CDBG Performance 
Monitoring and Evaluation Data Base. 

Planned Public Uorks Fundiarg-ET 1986. Planned CDBG public works expenditures 
from FY 1986 program funds were concentrated i n  street improvements--41 
percent of public works funds budgeted, o r  $209 mill ion (as shown i n  Table 1- 
8). Expenditures f o r  public faci l i t ies  construction o r  renovation, including 
s t ruc tures  housing social and other  community services, represented t h e  second 
highest  public works spending category, about one-quarter of funds budgeted 
for public works. Water and sewer d i s t r ibu t ion  and treatment system 
reconstruction accounted f o r  $76 mill ion,  o r  15 percent of planned public 
works spending; parks and recreat ion faci l i t ies  a fu r the r  10 percent. 

Urban Counties and Ent i t l ed  Cities shared similar public works planned 
spending patterns.  Both devoted roughly 40 percent of funds t o  street 
improvements; about one-quarter t o  public facil i t ies.  But almost a t h i r d  of 
planned urban county spending was earmarked f o r  water and sewer system 
rehab i l i t a t i on ,  i n  cont ras t  t o  a 10 percent share a l located by metro cities. 
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TABLE 1-8 

CCWOWNTS tX' PUNNED m G  ENTITLEEENT PRoC3lAM 
PIBIJ.C WRKS FINDING, FY 1966 

( D a l l a r s  in Millions) 

Metro Urban Tota l  
Cities C oun t ies Budgeted 

A c ti v i t  y Amount w. Amount z. Amount m. 
Street Improvements $158 43 % $ 51 38% $209 41% 
Publ ic  F a c i l i t i e s  98 26 33 24 131 26 
Water and S e w r  37 10 39 29 76 15 
Parks 44 12 9 7 53 10 

7 - 37 - Other 34 - 
Tota l  $370 100% $135 100% $506 100% 

9 3 2 - -  
Note: Detail does no t  add due t o  rounding. 

SOURCE: U.S. Department of Housing and Urban Development, Comnunity Planning 
and Development, Office of Program Analysis and Evaluat ion,  CDBG Performance 
Monitoring and Evaluat ion Data Base. 

Planned Economic Development F a i n g - F Y  1966. Enti t lement Communities 
planned t o  pursue economic development a c t i v i t i e s  pr imar i ly  by extending 
business g r a n t s  and loans.  (See Table 1-9.) An estimated 58 percent of 
planned FY 1986 CDBG-furided economic development expenditures supported g ran t  
and l o a n  programs. Th i s  direct  bus iness  a s s i s t ance  was concentrated primari ly 

TABLE 1-9 

CWONEUTS OF PIMNED CIBG EBTITLEWIST P R O W M  
ECOllMIC DEWLCPIBNT FUNDING, PY 1966 

( D a l l a r s  in Millions) 

A c ti v i  t y 
Loans and Grants 

t o  Businesses -- f o r  Rehab -- Other 
Land A cquis  i t i o n l  

Dispos i t ion  
In f ras t ruc tu re -  

Related 
Other Ass is tanc e 

To ta l  

Metro 
Cities 

Am0 un t X. 
$151 59% 

24 9 

29 11 
53 21 

$257 100% 
- -  

Urban 
Counties 

Amount N. 
$26 57% 

7 15 

5 1 1  
8 17 

$47 100% 
- -  

Tota l  
Budgeted 

Amount w. 
$177 58% 

31 10 

34 1 1  
61 20 

$304 100% 
-- 

Note: Detail does not  add due to rounding. 

SOURCE:: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, CDBG Performance 
Monitoring and Evaluat ion Data Base. 
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i n  capital g r a n t s  or loans,  $138 mi l l ion  of $177 mi l l ion ,  as opposed t o  
support f o r  property renovations. Other CCBG-funded economic development 
a c t i v i t i e s  i m l u d e  a s s i s t i n g  p r o j e c t s  undertaken d i r e c t l y  by the pub l i c  
s e c t o r ,  inc luding i n f r a s t r u c t u r e  improvements t i e d  t o  economic development , 
and the  a c q u i s i t i o n  and sale of land. Metro Cities and Urban Counties planned 
similar program spending pat terns  regarding CI1BGfunded economic development 
a c t  i v i  ties . 
CDBG Expenditures Fa. A s s i s t i n g  The H o m e l e s s .  The Department of Housing and 
Urban Development has  undertaken severa l  i n i t i a t i v e s  to insure  t h a t  grantees  
understand t h e  v a r i e t y  of CBG-e l ig ib l e  a c t i v i t i e s  that  can meet the  s p e c i a l  
needs of t h e  hmeless. Secre tary  Pierce wrote to a l l  governors and 
Entitlement community mayors or chief executives concerning t h e  CDBG and o t h e r  
Departmental resources ava i l ab le  to assist the  haueless. Grantees have used 
t h e  f l e x i b i l i t y  of the  CDBG program to fund a v a r i e t y  of homeless projects .  

HUD Fie ld  staff  reported t h a t  during FY 1986 grantees either programmed, 
obligated, or expended almost $32 mil l ion  i n  CDBG f’unds f o r  homeless- related 
ass is tance .  These funds have suppor ted  t h e  following types of a c t i v i t i e s ,  
provided either d i r e c t l y  by the c i t y  or through charitable organizat ions:  

0 

. o  

0 

0 

0 

0 

0 

0 

0 

0 

acqu i s i t ion  and r e h a b i l i t a t i o n  of bui ld ings  for  conversion to emergency 
shelters f o r  the homeless, inc luding shelters for v ic t ims  of domestic 
violence and shelters f o r  runaway teenagers; 

purchase of land f a r .  shelters; 

improvements to ex  is ting sh el ter s ; 

opera t i o n  of shelter facilities; 

psychological oounsellng for  the h m e l e s s ;  

housing counsel ing and referral services; 

housing the  homeless through acqu i s i t ion  and r e h a b i l i t a t i o n  o f  r e s i d e n t i a l  
h o t e l s  f o r  s i n g l e  r o o m  occupancy use;  

t r anspor ta t ion  of the  haneless from shelters to soup kitchens;  

placement of homeless senior  c i t i z e n s  with o t h e r  sen io r  c i t i z e n s ;  and 

operat ion of an economic crisis cen te r .  

Since 1983, CDBG r e c i p i e n t s  are known t o  have used over $100 mi l l ion  i n  C J B G  
Entitlement funds for shelter and se rv ices  t o  the homeless. 
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PLANNED SPENDING-FY 190-1 986 

Communities' aggregate planned f'unding i n  FY 1986 l a r g e l y  continued t h e  broad 
p a t t e r n s  e s t ab l i shed  over t h e  last  s e v e r a l  years: general  bu t  modest i nc rease  
i n  ecommic development spending; r e l a t i v e  s t a b i l i t y  and emphasis i n  housing 

9 ,  and continued d e c l i n e  i n  publ ic  se rv ices  funding. Figure 1-1 
-1986 planned spending f o r  a l l  ent i t lement  communities fo r  

the  four largest spending ca tegor ies .  Fran 1985 to 1986, t h e  two largest 
categories of expenditure,  housing and public  works, remained v i r t u a l l y  
unchanged; each experienced a one percent dec l ine  i n  the i r  share of to ta l  
spending. Publ ic  services also remained l a rge ly  unchanged. Economic 
development spending, i n  c o n t r a s t ,  registered a 3 percent  inc rease ,  now 
comprising 13 percent  of a l l  spending. 

I 
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Figure 1-1 
Planned Spending in the CDBG Entitlement Program 

FY 1980-1986 
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Source: U.S. Department of Housing and Urban Development, Community Planning and Development, Office of 
Program Analysis and Evaluation. 



ACTUAL EXPEHDIffmBS OF CDBBG PWDS 

This  part of  the  chapter  describes how communities a c t u a l l y  used t h e i r  CDBG 
funds i n  FY 1984, t h e  mst r e c e n t  yea r  for  which expenditure information is 
a ~ a i l a b l e . ~  T h i s  sec t ion  presents expenditures by the type of program 
a c t i v i t y  and Enti t lement community, de t a i l s  funds expenditures for each of t h e  
three n a t i o n a l  ob jec t ives ,  and i d e n t i f i e s  t h e  general income c h a r a c t e r i s t i c s  
of t h e  areas i n  which a c t i v i t i e s  a r e  carried out  and the  income and r a c i a l  and 
e t h n i c  character is tics of i n d i  vidu a1 beneficia ri es. 

ENTITLEIBNT PROGRAM EXPENDITUIW BY TYPE OF ACTIVITY 

Enti t lement communities spent approximately $2.8 b i l l i o n  i n  program funds 
dur ing FY 1984; an estimated $2.364 b i l l i o n  by Metropolitan Cities and $458 
mi l l ion  by Urban Counties. The largest proportion of expendi tures ,  $976 
m i l l i o n  (35 percen t ) ,  was spent  on housing-related a c t i v i t i e s .  (See Table 1- 
10.) Public  fac i l i t i es  and improvements w a s  t he  next  largest category o f  FY 
1984 expenditures a t  $697 mi l l ion  (25 percent ) .  Economic development a t  $335 
mi l l ion  (12 percent )  showed a s i g n i f i c a n t  increase  over t h e  1983 ( 8  percent) 
expenditure . Publ ic  Se rv ices  and a c q u i s i t i o n  and clearance- related 
expendi tures  were $213 mi l l ion  ( 7  percent) and $199 mi l l ion  ( 7  percent) 
respect ive ly .  Repayments of Sec t ion  108 loans  accounted for  $4 mil l ion.  
Planning and general  program adminis t ra t ion  consuned $397 mil l ion or  14 
percent of a l l  expenditures i n  1984. 

mLE 1-10 

CIBG EHTITLgCLCBIT PRO(ZUW E X P E r n U f f g S  
BY WOW AmIVITII?,S AND GRANTEE TYPE, FY 1964 

( D o l l a r s  i n  Millions) 

Metro 
Cities 

A c t i v i t y  Amount x. 
Hous ing-Related $8 46 36 % 
Publ ic  F a c i l i t i e s  & 

Improvements 520 22 
Economic Development 2 93 12 
Publ ic  Se rv ices  193 8 
Acquisi t ion and 

Clearance-Related 182 8 
Repayment of 

Sect ion  108 Loans 2 * 
Administration and 

P lannina 327 - 14 
Tot a1 $2,364 100% 

Urban 
Counties 

Amount u. 
$1 30 29% 

177 3 9  
42 9 
20 4 

17 4 

2 

Tot a1 
Expended 

Amount s. 
$9 76 35% 

25 

21 3 7 
697 335 12 

199 7 

4 

70 2 397 2 
$458 100% $2,822 100% 
- 

* Less than .5%, or less than $500,000. 
Note: Detail does  not add due t o  rounding. 

SOURCE: US. Department of  Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, CDBG Performance 
Monitoring and Evaluat ion Data Base. 
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I n  t h e  aggregate,  Metropolitan Cities and Urban Counties continued t o  reflect 
somewhat d i f f e r e n t  community and economic development p r i o r i t i e s  i n  t h e  
a c t i v i t i e s  funded. Metropolitan c i t i es  spent about 36 percent of t h e i r  funds 
on housing- related a c t i v i t i e s  and 22 percent on publ ic  works compared t o  29 
percent and 39 percent ,  r e spec t ive ly ,  f o r  Urban Counties. Metropolitan Cities 
spent  a larger proport ion of funds than Urban Counties on economic development 
(12 versus 9 percent )  publ ic  se rv ices  ( 8  versus 4 percent ) ,  and a c q u i s i t i o n  
and c learance- rela ted  a c t i v i t i e s  (8 versus 4 percent) .  

Program Benefit. The Housing and Community Development Act of 1974 requ i res  
t h a t  each CDBG-funded a c t i v i t y  meet one of t h e  Act's na t iona l  obdectives: 
benef i t ing  low-and moderate income persons, e l iminat ing  o r  preventing slums or  
b l i g h t  or  meeting urgent  local community development needs. Local officials 
repor ted  t h a t  90 percent ,  o r  $2.42 b i l l i o n ,  of a l l  CDBG funds expended during 
FY 1984 met t h e  Act's lower income benef i t  objec t ive .  Another $231 m i l l i o n  
(9.5 percent )  was used t o  prevent o r  e l iminate  slums and b l igh t .  Only $7 
m i l l i o n  (.5 percent )  was used t o  meet urgent community development needs. 
(See Figure 1-2.) 

* -  

Figure 1-2 
Distribution of FY 1984 

CDBG Entitlement Expenditures by 
National Objective 

I 

Source: U.S. Department of Housing and Urban Development, Community Planning and Development, Office of 
Program Analysis and Evaluation. 
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I n  addi t ion t o  each a c t i v i t y  meeting one of t h e  National Objectives, each 
community's program must, over a period specified by the  grantee but not 
exceeding three  years, spend a t  least 51 percent of t o t a l  funds f o r  a c t i v i t i e s  
t h a t  benefit  low- and moderate-income persons. Only 12 grantees (2 percent of 
a l l  grantees) reported spending less than 50 percent of t h e i r  Block Grant 
resources avai lable  i n  FY 1984 on projects  t o  benefit  lower income persons. 
(See Table 1-11). About two-thirds of t he  Entitlement grantees f o r  which 
information is avai lable  reportedly spent 90 percent or more of t h e i r  funds i n  
FY 1984 on low-income benef i t  a c t i v i t i e s .  Twenty percent of t he  grantees 
spent between 76 and 90 percent of t h e i r  funds and 13 percent of the  grantees 
indicated spending 51 t o  75 percent of t h e i r  funds on low-income a c t i v i t i e s .  

TABLE 1-11 

Percent of Expenditures Metro Urban A l l  
Reported as Low-and Cities Counties Grantees 
Moderate-Income Benefit Number Pc t .  Number Pc t .  Number Pct .  - - - 

100% 222 34% 34 33% 256 34% 
91 - 99 
76 - 90 
51 - 75 

20 1 30 44 42 245 32 
129 20 21 20 150 20 
95 14 5 5 100 13 

0 - 0 - 2 - 12 - 50 or less 
Total 659 100% 104 100% 6$ 6% 

Overall Program Total  = 90 percent 

Information based on review of 93% of FY 1984 Grantee Performance Reports * 

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, CDBG Performance 
Monitoring and Evaluation Data Base. 

Activities and Eatlonal Objectives. I n  FY 1984 more than 51 percent of 
expenditures f o r  each of t h e  major a c t i v i t y  types were reported t o  benefit  
low- and moderate-income persons. Indeed, more than 80 percent of the  
expenditures f o r  four  of t he  f i v e  a c t i v i t i e s  were claimed t o  have addressed 
t h i s  national objective. (See Table 1-12.) A s  might be expected from the  
nature  of t he  ac t i v i t y ,  nearly a l l  expenditures for  public services  (99 
percent)  were reported t o  benef i t  low- and moderate-income persons. Further, 
95 percent of FY 1984 housing expenditures, 91 percent of public works, and 82 
percent of economic development expenditures were described as meeting t h i s  
objective.  Even acquis i t ion  and clearance, the a c t i v i t y  type with lowest 
proportion of funds f o r  low- and moderate-income benef i t ,  reportedly had 64 
percent of the  funds d i rec ted  toward t h i s  objective. A higher percentage of 
spending f o r  acquis i t ion and clearance (35 percent) and economic development 
spending (17 percent) than f o r  o ther  types of a c t i v i t y  were claimed t o  prevent 
or eliminate slums and bl ight .  
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TABLE 1-12 

a B G  PROGRAH EXPEXDITURES BY R P E  OF ACTIVITY 
AMD BATIOHAL OBJECTIVE, E'Y 1984 

(Dollars in Hlllions) 

National Objective 
Low and Eliminate 
Moderate Slums 

Income Benefit and Blight Urgent Needs - 
Pct .  Amount Pct .  Amount Pc t .  Total - Activi ty  Amount 

Public F a c i l i t i e s  
Housing-Related $ 929 95% IDT 5% * * m  

& Improvement 638 91 54 8 5 1 697 * 335 
* 213 

Clearance-Related 127 64 70 35 2 1 199 

Economic Development 276 82 59 17 * 
Public Services 212 99 1 * * 
Acquisition & 

Total 
- 
$7 

* 
+ 

Note: 

SOURCE: 

Less than .5%, o r  less than $500,000. 
This table excludes $397 mill ion i n  expenditures f o r  administration 
and planning and $4 mill ion for t he  repayment of Section 108 loans. 

Detail does not Add due t o  rounding. 

U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, CDBG Performance 
Monitoring and Evaluation Data Base. 

Block Grant program a c t i v i t i e s  may either d i r ec t l y  benefit  low- and muderate- 
income persons, (e.g. by providing individuals with social services  o r  housing 
r ehab i l i t a t i on  loans),  o r  improve the  neighborhood where lower-income people 
l i v e  (e.g., by improving streets or constructing parks). This sect ion repor t s  
t h e  amount and proportion of CDBG funds expended in lower-income areas i n  FY 
1984. 

I n  FY 1984, Entitlement communities expended $1.189 b i l l i on ,  or 49 percent of 
t he  $2.4 b i l l i o n  i n  program expenditures, i n  cengus tracts considered t o  be 
low and moderate under current program procedures. (See Table 1-13.) 

. I  ' 

* A t  present,  grantees are t o  repor t  locat ional  data by census tract only. 
This does not mean t h a t  t he  a c t i v i t y  services t he  e n t i r e  t rac t  o r  is  even 
l i m i t e d  t o  t h a t  tract. 
area" of an ac t i v i t y .  

Future GPRs w i l l  contain reporting on t h e  "service 
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TABLE 1-13 

CIBG EN'lTT=WI P R O W  EXPEHDITURES 

E T  1964 
(Dollars in H i l l i o n s )  

BY LOCATDDIJ W EXPEMDITURE MD W I O N I U .  OBJECZIVE 

National Objective 
Low-and Moderate Imome 

(Direct Benefi t  
(Area Benef i t )  

Slums and Bl ight  
Urgent Needs 

Tota l  

Percent  by Location 

Type o f  Tract 
Lm-Mod Non-L ow- Mod Citywide 
Amount z. Amount @J. Amount E. 

$1,039 88% 273 89% 87 0 94 % 
(281) (24) (61) (20) (374) (40) 
(758) (64) (212) (69) (496) (54) 

10 53 6 * -- -- 146 12 32 
4 3 
- - - - - 

$1 , 189 100% $307 100% 924 100% 

49% 13% 3 8% 

Less than .5% 
+ Excludes $397 m i l l i o n  i n  planning and adminis t ra t ion  and $4 mil l ion  

f o r  t h e  repayment of Sec t ion  108 loans 

SOURCE: U.S. Department o f  Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluat ion,  CDBG Perfwmance 
Monitoring and Evaluat ion Data Base. 

A further 38 percent  of funds were expended citywide, e i t h e r  through scattered 
expendi tures  i n  low- and moderate-income areas genera l ly ,  or through suppart  
far such a c t i v i t i e s  as se rv ices  tha t  b e n e f i t  i nd iv idua l s  regardless of 
r e s i d e n t i a l  loca t ion .  Only 13% of funds =re expended i n  census tracts not 
considered predominantly occupied by low-  and moderate-income persons. 

Regardless of  where funds were reportedly expended, t h e  preponderance of 
expenditures were claimed to have q u a l i f i e d  as meeting the low-and moderate- 
income objec t ive .  About 64 percent o f  t h e  funds r e p w t e d l y  spent  i n  lower 
income census t r a c t s  were claimed to  fal l  under the area b e n e f i t  test and 24 
percent under t h e  direct b e n e f i t s  test i n  meeting t h i s  objec t ive .  About 
twelve percent  ($146 mi l l ion)  of funds were spent  i n  t h e s e  areas under the 
slums and b l i g h t  objec t ive .  The s u b s t a n t i a l  port ion of funds reparted as 
spen t  i n  non-lower income census tracts or citywide also were claimed to have 
met t h e  low- a d  moderate- income objec t ive .  

ENTXTLRBNT PROCSWH EXPENDITUIES FOR DIRECI B-IT ACHXlTIES 

J0-t Beneficiary Activities. An a c t i v i t y  can q u a l i f y  as meeting the  low- 
and modemte-income b e n e f i t  na t iona l  ob jec t ive  i f  it serves a l i m i t e d  
c l i e n t e l e  (rather than a l l  the  residents of a particular area), a t  least 51 
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percent of whom are low- and moderate-income persons. I n  1984 about 30 
percent of the $2.421 b i l l i o n  was spent on a c t i v i t i e s  t o  d i r ec t l y  benefit  
individuals.  The preponderance of d i r ec t  benefit  a c t i v i t i e s  involved 
expenditures where consumers of t h e  resu l t ing  a c t i v i t y  can be e a s i l y  screened 
by income: Seventy-two percent of d i r ec t  benefit  expenditures involved 
housing; 20 percent public services.  Table 1-14 indicates  d i r ec t  benefit  
spending by a c t i v i t y  group for Metropolitan Cities and Urban Counties. 

TABLE 1-14 

CDEG PROGRAM D I R m  BEBEPIT EXPEHDITURES 
BY ACTIVITY GROUP ABD GBdaTEE R P E ,  FY 1984 

(Dollars in mllions) 

Activity Group 
Housing-Related 
Public Services 
Acquisition and 

Clearance-Related 
Public F a c i l i t i e s  

and Improvements 
Economic Development 

Total 

Metro Urban Total 
Cit ies  Counties Expended 

Amount Pct.  Amount Pct .  Amount Pc t .  
$422 71% $97 82% $519 72% 

131 22 12 11 142 20 

- 7 - 

26 4 4 3 30 4 

9 1 4 3 13 2 
2 - 11 - 1 - 2 - - 9 -  1 

$ 597 100% $119 100% $716 100% 

* 
Note: 

Less than $500,000 or .5% 
Detail does not add due t o  rounding. 

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, Performance 
Monitoring and Evaluation Data Base. 

Rehabi l i ta t ion was t h e  most common housing a c t i v i t y  t o  involve direct  
benef i ts .  Single-family r ehab i l i t a t i on  generally is directed toward low- and 
moderate-income homeowners and multi-family rehabi l i t a t ion  benef i t s  lower 
income renters .  Public service  a c t i v i t i e s  involving direct benef ic iar ies  can 
range from t h e  provision of day care, t o  drug counseling, t o  ass is tance f o r  
t h e  e lde r ly  and the  homeless. 

R 

Metropolitan Cities and Urban Counties di f fered s l i g h t l y  in t h e  share of funds 
expended on housing and public services- related d i r ec t  benef i t  a c t i v i t i e s .  
Urban County direct  benefit- related spending was more l i k e l y  t o  be directed t o  
housing-related a c t i v i t i e s ,  compared t o  Metropolitan Cities (82 versus 71 
percent). Relative t o  Urban counties, a subs tan t ia l ly  higher share of 
Metropolitan City expenditures qual i f ied as direct- benefit  were devoted t o  
public services.  (22 versus 11 percent.) 
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Income and E t h n i c i t y  of Direct Beneficiaries. In  terms of income, t h e  CDBG 
program d e f i n e s  t h r e e  k inds  of d i r e c t  b e n e f i c i a r i e s ;  those who are low,  
modemte and above-moderate income. I n  1984, l a c a l i t i e s  i d e n t i f l e d  76 percent 
of d i r e c t  b e n e f i c i a r i e s  as being low-income, i.e., wi th  incomes less than 50 
percent of t h e  MSA median income. Twenty percent of t h e  benef i c i a r i e s  o f  
d i r e c t  benef i t  act ivit ies were moderate income (imomes between 50 and 80 
percent of  t h e  MSA median income) and only 4 percent wre repcrted as above 
modemte income l eve l s .  (See Figure 1-3.) 

The proportion of benef ic i a r i e s  of d i r e c t  benef i t  spending by racial and 
ethnic group, as well as the  proport ions of these groups i n  the  total  
populat ion and t h e  poverty population i n  a l l  Enti t lement communities, are 
presented i n  Figure 1-4. 

Figure 1-3 
Incomes of Beneficiaries of 

CDBG Direct Benefit Activities, FY 1984 

I I Moderate 

Source: U.S. Department of Housing and Urban Development, Community Planning and Development, Office of 
Program Analysis and Evaluation. 
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Figure 1-4 
Ethnicity of Beneficiaries 

CDBG Direct Benefit Activities 
FY 1984 

of 
Population 

20 

0 

................ ................. ................ ................. ................ ................. F===l 

Direct Poverty Total 
Benefit Households Population 

I In Hispan. 

10 I [ White I 
J 

Source: U.S. Department of Housing and Urban Development, Community Planning and Development, Office of 
Program Analysis and Evaluation. 

Grantees indicated that minor i t i e s ,  p a r t i c u l a r y  B l a c k s ,  represmt a nuch 
larger proport ion of b e n e f i c i a r i e s  of C B G  funded direct benef i t  a c t i v i t i e s  
than t h e i r  share in t h e  populat ion of the  Enti t lement communities as a 
whole. Forty percent of t h e  benef i c i a r i e s  of direct benef i t  a c t i v i t i e s  are 
Black and 10 percent  are Hispanic, compared to  a 15 percent  Black and 9 
percent  Hispanic total composition o f  Enti t lement comnunities. Figure 1-4 
indicates, though, that m i n o r i t i e s  b e n e f i t  from CIBG d i r e c t  b e n e f i t  spending 
i n  rough proportion to their incidence i n  t h e  population of households with 
imomes below the  pover ty  l i n e .  
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This  sect ion describes the  Section 108 Loan Guarantee Program, under which the  
Department guarantees l oca l  debt incurred t o  acquire o r  r ehab i l i t a t e  publicly- 
owned real property. Separate subsections t r e a t  program i n i t i a t i v e s ,  recent 
program a c t i v i t y ,  community par t ic ipat ion,  and charac te r i s t i cs  of projects  
approved i n  FY 1986. 

LEGISLATTOI?, PROGRAM ACTIVITY, AHD PABTICIPATIOIP 

Description and Legislative Initiatives. The Section 108 Loan Guarantee 
Program, created by the  Housing and Community Development Act of -1974, as 
amended, authorizes t he  Department t o  guarantee notes issued by Entitlement 
communities t o  support e l i g i b l e  projects.  By pledging Block Grant r ece ip t s  as 
secur i ty  on t he  notes,  Metro Cities and Urban Counties i n  effect borrow 
against  f u tu re  annual grants  t o  finance current community development c a p i t a l  
outlays. Communities thus can undertake la rge  development p ro jec t s  t h a t  
otherwise would absorb an unacceptably high share of t h e i r  current grants.  
The communities can also s t ruc tu re  t h e i r  loans t o  be repaid wholly o r  
p a r t i a l l y  from other sources, thus pledging t h e i r  grants  only as c o l l a t e r a l  
secur i ty  . 
All development p ro jec t s  must meet one of t he  th ree  National Objectives: slums 
and bl ight ,  benef i t  t o  low-and-moderate income persons, and urgent community 
needs, with e l i g i b l e  cos t s  l i m i t e d  t o  s i te  acquis i t ion and r ehab i l i t a t i on  of 
publicly-owned real property, including attendant re locat ion,  clearance, s i t e  
preparation, and Sectibn 108 i n t e r e s t  charges. The Department does not 
exercise  extensive approval author i ty  over proposed projects ,  l imi t ing  review 
pr inc ipa l ly  t o  community ce r t i f i c a t i ons  t h a t  a l l  CDBG program requirements 
have been m e t ,  t h a t  it has l ega l  author i ty  t o  pledge its grant,  and t h a t  
efforts t o  f inance t he  project  without t h e  guarantee could not r e s u l t  i n  
timely completion. However, t he  review does include a determination t h a t  the  
proposed a c t i v i t i e s  meet one of t h e  nat ional  objectives and t h a t  t he  loan 
guarantee i s  an acceptable f inanc ia l  r i sk .  

I n  ea r ly  1986, Congress passed l eg i s l a t i on  prohibit ing Federal Financing Bank 
purchase of notes guaranteed under t h e  program; h i t he r to  t he  only source of 
funds t o  borrowers. Directed t o  arrange f o r  pr ivate  sec tor  purchase of 
guaranteed issues ,  t he  Department i n  July so l i c i t ed  proposals from firms 
in te res ted  i n  par t i c ipa t ing  as members of an underwriting group. This group 
w i l l  underwrite public offer ings  of Section 108 obligations. The choice was 
made based on the  group's avai lable  f inanc ia l  resources t o  purchase 
obl igat ions  f o r  public resale, and t h e i r  a b i l i t y  t o  design an obligation 
acceptable t o  t h e  market, with low rates, and re ta ining f l e x i b i l i t y  i n  meeting 
financing needs of program par t ic ipants .  A group consist ing of Ci t icorp 
Investment Bank, Salomon Brothers, Inc., Smith Barney, and Harris Uphorn & 
Co., were selected. By the  end of the  f iscal  year, t he  i n i t i a l  public 
o f fe r ing  of Section 108-guaranteed obligations had not yet taken place. 

Section 108 Program Activity. I n  FY 1986, HUD approved 25 new Section 108 
pro jec t s  t o t a l i n g  $113 mill ion,  bringing t o t a l  project  approvals over t h e  l i f e  - -  

of t he  program to  $888 million. (See Table 1-15.) 

1 
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TABLE 1-15 

SECTIOM 108 PBoGBlllI ACTIVITY, 
TQTAL PROGMH dlDD FY 1986 

(Dollars in Hillions) 

Fisca l  Year 
Total  - 1986 - Transaction 1978-85 

Guarantees Approved $774 . 7 $1 13.3 $888.0 . 
Notes Issued 654.8 119.4 768.2 
Funds Advanced 403. 9 88.8, 492.7 
Funds Repaid 114.5 77.8 192.3 

SOURCE: Compiled by the Office of Program Analysis and Evaluation based on 
data supplied by the Office of Finance and Accounting. 

During FY 1986, RUD guaranteed $119 mill ion i n  community notes i s sued  under 
terms specified by HUD and t h e  Federal Financing Bank, and since t h e  inception 
of t he  program, HUD has guaranteed notes t o t a l i ng  $768 million. Grantees may 
make advances immediately on issuance of t h e  guarantee, but only i n  amounts 
su f f i c i en t  t o  cover current project  f inancing needs. Cumulative program 
advances, therefore, are a t  somewhat less than $500 mill ion,  and lag (by some 
$375 mil l ion)  t he  total-amounts guaranteed. (The rate charged on each advance 
is that  of the Treasury's own obligations,  typ ica l ly  f o r  a six-year term.) 
Finally,  i n  FY 1986 communities repaid approximately $78 mill ion,  about ha l f  
of which is a t t r i b u t a b l e  t o  a s ing le  community's balloon payment. 

Program P a r t i c i p a t i o n .  By the end of FY 1986, a t o t a l  of 151 entitlement 
communities had chosen t o  participate i n  the  Section 108 loan guarantee 
program. (See Table 1-16. Based on 245 ne t  approvals (i.e. exclusive of 
cancelled pro jec t s ) ,  t o t a l i ng  $838 mill ion,  the  average par t ic ipa t ing  
community has app l i ed  f o r  and received 1.6 guarantee approvals, averaging $3.4 
mil l ion per approval. Communities wi th  larger entitlement grants,  on average, 
more of ten received approval for multiple projects ,  2.2 projects  per 
community, and plan t o  expend larger amounts per project ,  $7.6 million. The 
average number of projects  per community, and the average amount of each 
project ,  decreases wi th  declining grant s ize .  Declining average per project  
amounts reflect both the r e l a t i ve ly  fewer program resources avai lable  i n  
communities wi th  smaller grants ,  and the Section 108 program l i m i t  on i s sues  
t o  three times the annual grant. 

* The amount r epa id  is l a rge r  than t he  amount shown i n  Table 1-6, r e f l ec t i ng  
the repayment of loans from non-CDBG sources. 

1 
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TABLE 1-16 

SECXIOIY 108 APPROVALS BY 
ENTITLEMNT QUNT SlTZE 

Fp 1978-86 
(Dollars in nilli-) 

Ave raRe 
Grant N of  Approval s Approval/ Amount - Size Communities - N Amount C i t y  Approval 
GT $10 21 47 $359.2 2.2 $7.6 ' 

$4-10 23 48 189.7 2.1 4.0 
$2 -4 38 66 162.3 1.7 2.5 
$1 -2 29 39 85.9 1.3 2.2 
LT $1 40 45 41.4 1.1 09 

- - - 
Tota l  151 245 $838.5 1.6 2.9 

- 

SOURE: Compiled by t h e  Office of Program Analysis and Evaluation based on 
data supplied by the  Office of  Finance and Accounting. Note: Excludes 
p r o j e c t  cancel la t ions .  

SECTIOP 108 PROJECT CHAFWZERISTICS 

National Objectsves. Sect ion  108 loan guamntee  approvals  i n  FY 1986 most 
of ten  were j u s t i f i e d  as meeting t h e  National Objecpve of b e n e f i t t i n g  lw-and 
moderate-income persons, 18 of a total 24 p r o j e c t s ,  and 65 percent of p ro jec t  
funds. (See Table 1-17.) The remaining p r o j e c t s  are designed to assist i n  
the  el imination of slums and b l igh t .  None were expected to meet urgent 
community needs, unsurprising given t h e  s c a l e  and extended development per iods  
o f  Sect ion  108 projec ts .  

Commercial development p ro jec t s ,  r ep resen t ing  jus t  over half of a l l  FY 1986 
l o a n  guarantee approvals ,  and a somewhat l a r g e r  share of funds,  am most 
l i k e l y  to  be q u a l i f i e d  under the slums and b l i g h t  provision. Other p ro jec t  
types ,  Housing, Mixed Housing and Commercial, and General Publ ic  Improvements, 
most of ten  s a t i s f y  the  lawer-income b e n e f i t  object ive.  

P r o j e c t  Ac t iv i t i e s .  Planned a c t i v i t i e s  to  be funded w i t h  FY 1986 loan 
guarantee  approvals  are presented  i n  Table 1-18. A l l  but 10 percent  of 
planned projects entail publ ic  s e c t o r  land a c q u i s i t i o n ,  e i ther  s i n g l y  (25 
percent  of p r o j e c t s )  or i n  combination wi th  c leamnce,  r e h a b i l i t a t i o n ,  o r  
o t h e r  p ro jec t  a c t i v i t i e s .  O f  t o t a l  funds t o  be inves ted ,  almost h a l f ,  or  43 
percent ,  w i l l  support  projects  involving a c q u i s i t i o n  and c leamnce.  Only 5 
percent of funds do not involve land acquis i t ion .  

* One 1986 pro jec t  approval  w a s  cancelled a t  community request.  
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TABLE 1-17 

Project  Purpose 
Housing 

FX 1986 LOAH GIJARABTEE APPBOVbLs 
BY PURPOSE aaD HATIOBBL OBJECTIVE 

(Dollars in Thousanas) 

Commercial 
Mixed 
Gen'Public Improvements 

Total 

Percent 

National Objective 
Low-Income Benefit - Slums & Blight 

N Amount N Amount- 
2 $1,725 

- 
7 29; 984 

4 25,450 
5 15,906 

- 
$73 , 065 18 

64. 9% 

5 $39,300 

20 0 1 
- 
6 $39,500 

35.1% 

SOURCE: Compiled by the  Office of Program Analysis and Evaluation based on 
information supplied by the  Financial Management Division, Office of Block 
Grant Assistance. 

TABLE 1-18 

ACTIVITIES FUNDED BY FY 1986 
ulm GIJrnE APPROPAIS 

(Dollars in Thousands) 

Act ivi ty  
Acquisition Only 

Loans Funds 
Number - P c t  . Amount - Pct .  

6 25% $16,925 15% 
Acquisition & Clearance 5 21 48,105 43 
Acquisition & Rehab 9 38 40, 992 36 
Acquisition & Other 2 10 1.000 5 
Rehab & Other 

Total  
- 2 - 10 5;543 - 5 
24 100% $112,565 100% 

SOURCE: Compiled by the  Office of Program Analysis and Evaluation based on 
information supplied by the  Financial Management Division, Office of Block 
Grant Assistance. 
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1. The D.C. C i rcu i t  Court of Appeals affirmed t h e  District Court 's  decis ion i n  
an opinion issued on January 20, 1987. I n  grant ing t h e  President  the 
au thor i ty  t o  d e f e r  appropr ia t ions  i n  t h e  1974 Act, Congress reserved the  
au thor i ty  t o  veto  t h e  Pres ident ' s  decisions through a one-house 
"impoundment resolut ionvt ,  obl igat ing t h e  President  t o  make t h e  funds 
avai lable .  I n  1983 t h e  Supreme Court held unconst i tu t ional  such 
" l e g i s l a t i v e  vetoes" i n  t h e  Chadha case. I n  t h a t  case t h e  Supreme Court 
ru led  t h a t  i f  Congress would not have enacted a s t a t u t e  without t h e  one- 
house veto power, t h e  whole statute should be n u l l i f i e d .  The D.C; C i rcu i t  
found clear congressional  i n t e n t  t h a t  Congress would not  have authorized 
t h e  President  t o  d e f e r  appropr ia t ions  f o r  policy reasons without reserving 
t o  i tsel f  t h e  one-house veto  check. The Court refused t o  sever  t h e  
l e g i s l a t i v e  veto  from t h e  sec t ion  and the re fo re  inval idated  t h e  whole 
deferral procedure. A t  t h e  time of t h i s  r epor t  it was not  yet  clear 
whether t h e  Ci rcu i t  Court dec i s ion  would be appealed t o  t h e  Supreme Court. 

2. The data described i n  t h i s  s e c t i o n  came from t h e  Statements of Community 
Development Objectives and Proposed Use of t h e  Funds documents submitted by 
t h e  sample of grantees  included i n  t h e  CDBG Performance Monitoring and 
Evaluation Data Base. These documents, submitted as pre requ i s i t e s  t o  
receiving CDBG funds, descr ibe  how grantees budgeted t h e i r  FY 1986 funds; 
they do not  r epor t  how these  funds were spent. However, comparisons of 
previous years'  information from Statements and Grantee Performance Reports 
(GPRs) have shown tha t ,  i n  t h e  aggregate, the re  are no s t a t i s t i c a l l y  
s i g n i f i c a n t  d i f fe rences  between t h e  way t h e  grantees  budgeted their funds 
and how they a c t u a l l y  used them. Consequently, planned spending provides 
reliable e a r l y  information about t rends  and changes i n  how l o c a l  o f f i c i a l s  
use CDBG funds. 

3. The data used i n  t h e  ana lys i s  of expenditures were taken from Grantee 
Performance Reports (GPRs) submitted by t h e  sample of communities included 
i n  t h e  Performance Monitoring and Evaluation Data Base. These documents 
r e p o r t  a l l  CDBG expenditures during t h e  communities' program years,  
r egard less  of when t h e  funds were budgeted. Because of t h e  timing of 
g ran t s  (most CDBG Entitlement communities receive  t h e i r  funds l a t e  i n  t h i r d  
or four th  quar ter  of each Federal f iscal  yea r ) ,  t h e  schedule f o r  submitt ing 
t h e  GPRs (60 days fol lowing t h e  end of t h e  grantee ' s  program year ) ,  t h e  
time required  for t h e  EUD f i e l d  o f f i c e s  t o  review and approve the GPR, and 
t h e  time required f o r  t h e  Office of Program Analysis and Evaluation t o  
content  analyze, code, ed i t  and merge GPR data i n t o  t h e  da ta  base, t h e  FY 
1984 GPRs are t h e  most recent  Performance Reports ava i l ab le  f o r  a n a l y s i s  of 
t h e  program on a n a t i o n a l  l e v e l .  

4. Data f o r  t h e  desc r ip t ion  of t h e  Sect,ion 108 program came from t h r e e  
sources. Information regarding t h e  number and amount of loan approvals, 
guarantees issued,  drawdowns made and loan repayments received came 
pr imar i ly  from H U D v s  Office of Financing and Accounting. Data provided by 
t h e  Budget Division of t h e  Ass is tant  Secretary f o r  Community Planning and 
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Development (CPD) were used t o  supplement and reconci le  these  f igures .  
Data on c h a r a c t e r i s t i c s  of t h e  individual  loans  were taken from t h e  
approved app l i ca t ions  maintained by CPD’s Office of Block Grant Assistance, 
t h e  Office t h a t  administers  t h e  loan program. These f i les  were reviewed, 
coded and entered i n t o  t h e  CDBG Performance Monitoring and Evaluation Data 
Base . 
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Table 1-19 
Estimated Planned Expenditures of CDBG Entitlement Program Funds, 

FY 1986 
(Dollars in Millions) 

Housing -Related 
(percent) 

Single-family 
Multi-family 

Private Residential Rehab.: 

Rehab. of Pub. Res. Property 
Rehab. of Pub. Housing 
Code Enforcement 
Historic Preservation 
Housing Activities by Sub-Recip: 
Renovation of Closed Schools 
Weatherization Rehabilitation: 

Singlafamily 
Multi-family 

Rehabilitation Administration 

Public Facilities and Improvements 
(percent) 

Street 
Park, Recreation, etc. 
Water and Sewer 
Flood and Drainage 
Neighborhood Facilities 
Solid Waste Facilities 
Removal of Arch. Barrier 
Senior Centers 
Centers for Handicapped 
Renovation of Closed Schools 
Historic Preservation 
Other Pub. Fac. and Improve. 

Economic Development 
(percent) 

Assistance to For-Profit 
Entities 

Rehab loans and grants 
Other loans and grants 
AcquisitiorVDisposition 
Infrastructure 
Other assistance 

Comm. and Industrial 
Improvements by Grantee: 

Land acqJdisposition 
Infrastructure development 
Other improvements 

Rehab. of Private Property 

Public Services 
(percent) 

Public Services 

I .  

Metro 
Ciies 

$745.2 

- 
- 
(36.9) 

429.9 
182.4 

3.3 
17.6 
31.8 
3.4 

35.8 
.9 

4.2 

35.7 

. 
$370.4 

(18.4) 
158.0 
44.2 
27.6 
9.0 

23.5 
1.1 
7.7 
6.2 
1.2 
.8 

1.8 
89.4 

- 

29.1 
119.0 
14.8 
9.0 

52.5 

9.0 
20.4 

.6 
2.9 

$213.5 
(10.6) 
213.5 

- 

Urban 
Counties 

$114.0 
(27.0) 

93.7 
2.6 
1.5 
2.0 
2.9 

.9 
5.6 

- 

. 
2.4 

2.3 

. 
$1 35.3 

(32.1) 
50.5 
9.4 

35.4 
4.1 
7.2 

.3 
5.8 
5.6 
1.4 
.2 
.4 

15.1 

- 

7.0 
19.0 
2.0 
1 .o 
7.1 

5.1 
4.4 
1.3 
.1 

All 
Entitlements 

859.2 
(35.2) 

523.6 
185.0 

4.8 
19.6 
34.7 
4.3 

41.4 
.9 

6.6 

38.0 

$505.7 
(20.7) 
208.5 
53.6 
63.0 
13.1 
30.7 

1.4 
13.5 
11.8 
2.6 
1 .o 
2.2 

104.5 

$304.3 
(12.5) 

- -  

- 

36.1 
138.0 
16.8 
10.0 
57.6 

14.1 
24.8 

1.9 
3.0 

$236.2 
(9.7) 

236.2 

- 

1 
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Table 1-19 (Continued) 
Estimated Planned Expenditures of CDBG Entitlement Program Funds, . - 

FY 1986 
(Dollars in Millions) 

Acquisition, Clearance Related 
(percent) 

Acquisition of Real 
Property 

Clearance 
Relocation 
Disposition 

Other - 
(percent) 

Contingenciesllocal Options 
Repayment of Section 108 Loans 

Administration and Plannine 
(percent) 

Administration 
Planning 

Total Program Resources 

Less than $5O,OOO 

Metro Urban All 
Cities - Counties Entitlements - 

65.7 10.8 
32.0 3.5 
18.4 2.8 
17.2 .5 

$54.6 
(2.7) 
7 

$24.3 - 
6 .8 )  

31 . o  io.7 
23.6 3.6 

$ 242.9 
(12.0) 
- $60.8 

114.4) 
- 

i27.3 55.3 
15.6 5.5 

$2 017 2 L $421.7 - 

76.5 
35.5 
21.2 
17.7 

51.7 
27.2 

$303.7 
(12.5) 
282.6 
31.1 

$2,438.9 

+Includes CDBG entitlement grants, program income, ban proceeds, and funds reprogrammed from prior years’ grants. 

Note: Figures based on an estimated 98.5% of total program resources. 

Source: U.S. Department of Housing and Urban Development, Community Planning and Development. Office of Program Analysis 
and Evaluation, CDBG Performance Monitoring and Evaluation Data Bases. 
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Table 1-20 
Estimated Planned Expenditures of CDBG Entitlement Program Funds, 

(Dollars in Millions) 
FY 1984-1985 

House-Related 
(percent) 
Private Residential Rehab.: 

Singlefamily 
Multi-family 

Rehab. of Pub. Res. Property 
Rehab. of Pub. Housing 
Code Enforcement 
Historic Preservation 
Housing Activities by Sub-Recip: 

New Housing 8 Acquisition 
Rehabilitation 

Renovation of Closed Schools 
Weatherization Rehabilitation: 

Single-family 
Multi-family 

Rehabilitation Administration 

Public Facilities and Improvements 
(percent) 

Street 
Park, Recreation, etc. 
Water and Sewer ., . 
Flood and Drainage 
Neighborhood Facilities 
Solid Waste Facilities 
Removal of Arch. Barrier 
Senior Centers 
Centers for Handicapped 
Renovation of Closed Schools 
Historic Preservation 
Other Pub. Fac. and improve. 

Economic Development 
(percent) 

Entities 
Assistance to For-Profit 

Rehab loans and grants 
Other loans and grants 
AcquisitionlDisposition 
lnfrastruct ure 
Other assistance 

Comm. and Industrial 
Improvements by Grantee: 

Rehab. loans and grants 
Other loans and grants 
Land acq./disposition 
Infrastructure development 
Other improvements 

Special Activities Subrecipients: 
Loans and grants 
Other assistance 

Rehab. of Private Property 

Public Services 
(percent) 

Public Services 
Special Activities by Subrecipients 

Metro 
Cities 

$871.2 
(38.2) 

427.0 
91.2 
14.6 
13.1 
42.2 

.3 

81.5 
96.8 

- 

5.2 
.5 

98.8 

$433.3 
(19.0) 
156.2 
56.9 
43.1 
21.1 
17.9 
1.8 
8.2 
6.6 

.8 
2.3 
3.0 

115.4 

$263.3 
(1 1.5) 

7.6 
36.3 
4.6 

.7 
12.7 

15.5 
45.3 
12.1 
36.3 
40.7 

15.3 
25.3 
10.9 

$241.2 
(10.6) 
225.8 

15.3 

1985 

Urban 
Counties 

$125.5 
(26.8) 

96.0 
5.5 
1.6 
2.6 
3.3 
.1 

7.3 
2.4 

2.3 

4.4 

$165.6 
(35.6) 
55.4 
12.7 
36.8 
7.7 
6.8 

7.5 
10.2 
1.1 

1.7 
26.7 

$ 4 3  
(9.0) 

.2 
8.3 
.1 
.6 

1.1 

3.8 
3.7 
2.2 
7.2 
8.4 

4.0 
1.8 
.8 

$23.4 
(5.0) 
22.7 

.7 

32 

All 
Entitlements 

$966.7 
(36.2) 

523.0 
96.7 
16.2 
15.7 
45.4 

.4 

88.7 
99.2 

7.5 
.6 

103.2 

$599.9 
(21.8) 

21 1.5 
69.7 
79.9 
28.8 
24.6 

1.8 
15.7 
16.8 
1.9 
2.3 
4.7 

142.1 

$305.5 
(11.1) 

7.7 
44.6 
4.7 
1.3 

13.8 

19.3 
49.0 
14.3 
43.4 
49.1 

19.3 
27.1 
11.8 

$264.6 
(9.6) 

248.5 
16.0 

Metro 
Cities 

5837.8 
(37.9) 
- 
414.4 
114.9 
93.3 
19.0 
45.2 
3.0 

19.9 
46.6 

1.5 

6.7 
1.5 

71.8 

$421.8 
(19.1) 
186.7 
55.0 
56.2 
11.2 
24.6 
2.6 
5.7 
4.3 
4.7 
1.2 
5.4 

64.2 

$293.1 
(13.3) 

.2 
1.2 
.2 

41.6 
65.2 
34.4 
42.5 
42.2 

32.8 
20.8 
12.0 

$217.9 
(9.9) 

201 .o 
16.9 

p€J 

Urban 
Counties 

$132.5 
(27.9) 

100.3 
14.2 

1 .o 
2.6 
2.8 

.2 

3.2 
2.0 

. .  

- 

- 
2.0 

4.2 
- 

$164.7 
(34.7) 
64.7 
12.2 
43.3 
6.7 
5.6 
0.2 
5.4 
9.3 
2.4 
1.1 
2.9 

10.9 

$62.2 
(13.1) 
- 

- 
- 
- 

14.1 
12.9 
6.5 

15.4 
4.9 

2.7 
2.2 
3.5 

$E 
(4.7) 
20.7 
1.6 

All 
Entitlements 

$970.3 
(36.1) 

514.7 
129.1 
94.3 
21.6 
48.0 
3.2 

23.1 
48.6 

1.5 

8.7 
1:5 

76.0 

$586.5 
(21.8) 
251.4 
67.2 
99.5 
17.9 
30.2 
2.8 

11.1 
13.6 
7.1 
2.3 
8.3 

75.1 

- 

$355.3 
(13.2) 

.2 
1.2 
.2 

55.7 
78.1 
40.9 
57.9 
47.1 

35.5 
23.0 
15.5 

$3 
(8.9) 

221.7 
18.5 

1 



Table 1-20 (Continued) 
Estimated Planned Expenditures of CDBG Entitlement Program Funds, 

(Dollars in Millions) 
FY 1984-1985 

Acquisition, Clearance Related 
(percent) 

Acquisition of Real Property 
Clearance 
Relocation 
Disposition 

Other - 
(percent) 

-.  Completion of Urban Renewal 
ContingenciedLocal Options 
Repayment of Section 108 Loans 

Administration and Planning 
(percent) 

Administrat ion 
Planning 

Total Program Resources + 

Less than 550.000 

Metro 
Cities 
7 

$96.2 
(4.2) 

47.9 
21.9 
15.9 
10.5 

L60.2 
(2.5) 
5.0 

33.7 
21.5 

$317.2 
(13.9) 
289.4 
27.7 

$2,282.5 

- 

1985 

Urban 
Counties 

$15.9 

12.2 
2.2 
1.3 
.2 

- 

- 
(3.4) 

830.9 
(6.6) 

.3 
20.1 
10.5 

563.6 
(13.6) 
55.1 
8.5 

$468.1 

All 
Entitlements 

$112.1 
(4.1) 
60.1 
24.1 
17.2 
10.7 

$E 
(3.3) 
5.3 

53.8 
32.0 

$380.7 
(13.8) 
344.5 
36.2 

$2,750.6 

Metro 
C& 

$85.3 
(3.9) 
11.7 
43.8 
18.5 
11.3 

- 

$2 
(2.9) 
9.8 

37.1 
16.7 

.9 

$287.3 
(13.0) 
264.0 
23.3 

$2,210 - 

1984 - 
Urban 

Counties 

ss.s 
(1 4 

.9 
2.1 
2.2 

.3 

$16.6 
(3.5) - 
15.5 

.9 

.2 

$68.6 
(14.4) 
61 .O 
7.6 

$475 - 

All 
Entitlements 

$90.8 
(3.4) 
12.6 
45.9 . 
20.7 
11.6 

$81.1 
(3.0) 
9.8 

52.6 
17.6 
1.1 

$355.9 
(13.3) 
325.0 
30.9 

$2,685 

+ Includes CDBG entitlement grants, program income, loan proceeds, and funds reprogrammed from prior years’ grants. 

SOURCE: US. Department of Housing and Urban Development, Community Planning and Development, Office of Program Analysis and Evalua- 
tion, CDBG Performance Monitoring and Evaluation Data Bases. 



Table 7-21: Part 1 
Estimated CDBG Metropolitan City Funding by Major Activities Budgeted 

(Dollars in Millions) 
FYs 1979-1983 

Public Facilities and Improvements 
(percent) 

Street Improvements 
Parks, Recreation, etc. 
Water and Sewer 
Flood and Drainage 
Neighborhood Facilities 
Solid Waste Facilities 
Parking Facilities 
Fire Protection Facilities 
Removal of Arch. Barriers 
Senior Centers 
Centers for the Handicapped 
Other Public Works and Facilities 

Housing Related Activities 
bercentl 

Rehab. of ‘Private Property 
Rehab. of Pub. Res. Structures 
Rehab. of Pub. Housing Mod. 
Code Enforcement 
Historic Preservation 
Housing Activities by LDCs 

Acquisition Clearance Related 
bercentl -. 

Acquisition of Real Property 
Clearance 
Relocation 
Disposition 

Public Services 
(percent) 

Economic Development 
bercent) 

Local Development Corporation 
Public Fac. and Impr. for ED 
Com. and Ind. Fac. for ED 
Acquisition for ED 

Completion of Categorical Programs 
(percent) 

Contingencies and Local Options 
(percent) 

Administration and Planning 
(percent) 

Administration 
Planning 

Total Resources 
Net Grant Amount 
Other Program Resources‘ 

1983 
$431 .O 

(19.2) 
182.4 
58.2 
52.0 
22.7 
16.2 
8.7 
7.1 
6.5 
6.0 
6.0 
1.3 

46.0 

$802.5 

548.0 
105.0 

. 18.3 
54.8 
9.2 

67.2 

$99.9 
(4.6) 
25.4 
36.4 
27.9 
11.2 

$254.1 

- 

- 
(37.3) 

- 

(1 1.8) 

$204.7 
(9.5) 
90.4 
27.1 
58.6 
28.6 

$19.8 
(.9) 

$53.8 
(2.5) 

- 

$304.2 
(14.1) 
249.8 
54.4 

$2152.1 
1954.0 
198.1 

1982 

(20.0) 
$423.0 

164.3 
55.0 
44.0 
14.3 
19.4 
2.5 

.7 
9.6 
6.8 
8.3 
1.4 

96.7 

$768.1 
(36.3) 
584.2 
108.9 
12.5 
52.6 
9.9 

-NA- 

$176.0 

92.3 
45.5 
31 .O 
7.2 

$195.1 

783) 

( 9 4  

(8.2) 
$174.1 

73.7 
31.7 
52.5 
16.2 

$31.6 
(1.5) 

$42 
(2.2) 

rn) $303.4 

253.4 
50.0 

$21 18.6 
1963.9 
154.7 

1981 
$569.4 

(24.0) 
279.1 
67.3 
68.9 
16.6 
49.0 

1.3 
9.4 
9.5 

11.0 
9.6 
8.2 

40.1 

$816.0 

610.7 
115.0 
27.0 
52.2 
11.1 

-NA- 

- 
(34.4) 

$260.4 

141.3 
53.8 
54.5 
10.8 

$180.3 
(7.6) 

$121.5 
(5.1) 
74.8 
16.5 
19.1 
11.1 

.-iTn) 

$19.8 
( 4  

$79.9 
(3.4) 

(1318) 
$327.1 

272.1 
55.0 

$2374.3 
2196.8 

177.5 

1980 
$632.6 

(26.9) 
266.8 
81.2 
66.7 
21.3 
70.2 
1.1 ’ 

23.8 
9.7 

13.2 
14.7 
8.6 

55.4 

$752.8 
(32.0) 
575.9 
88.5 
28.4 
47.5 
12.5 

-NA- 

Y
+) 
151.0 
60.2 
58.8 
8.7 

$180.1 
(7.7) 

(54) 
$1 19.4 

68.5 
22.5 
18.0 
10.4 

$36.8 
(1 -6) 

$95.3 
(4.1) 

(10;8) 
$255.0 

205.9 
49.1 

$2350.7 
2216.8 

133.9 

1979 

(28) 
$712.4 

278.5 
104.5 
78.8 
39.1 
67.9 
2.2 

12.1 
12.4 
13.4 
16.8 
7.2 

79.8 

$702.6 
(28.4) 
471.6 
133.6 
29.7 
53.4 
14.3 

-NA- 

$*) 
182.6 
65.3 
68.8 
8.0 

$191.2 
(7.7) 

(316) 
$89.2 

38.4 
22.3 
17.3 
11.2 

$434 
(1.7) 

(4.1) 

(Iza) 

$102.4 

$304.2 

250.0 
54.2 

$2471.1 
2282.7 

188.4 

N I A  = Not Available 
Includes program income. surplus urban renewal funds, loan proceeds, and funds reprogrammed from prior years’ grants 

SOURCE U S Department of Housing and Urban Development. Community Planning and Development Office of Program Analysis and Evaluation. 
CDBG Performance Monitoring and Evaluation Data Bases 
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Table 1-21: Part 2 
Estimated CDBG Metropolitan City Funding by 

(Dollars in Millions) 
FYs 1975-1978 

Public Facilities and Improvements 
(percent) 

Public Works, Facilities, and Site Improvements 
Payments for Loss of Rental income 

Rehabilitation 
(percent) 

Rehabilitation Loans and Grants 
Code Enforcement 

AcquisitionlClearance 
(percent) 

Acquisition 
Clearance Demolition and Rehabilitation 
Disposition 
Relocation Payments and Assistance 

. Public Services 
(percent) 

Provision of Public Services 
Special Projects for the Elderly and Handicapped 

Completion of Categorical Programs 
(percent) 

Completion of Urban Renewal Projects 
Continuation of Model Cities Activities 
Payment of Non-Federal Share 

Contingencies and Local Options 

Admin. and Planning 

(percent) 

(percent) 

Administration 
PlanninglManagement 

Total Resources 

Net Grant Amount 
Other Program Resources' 

1978 

$751.8 
(30.8) 

751 -4 
.4 

$402.3 
(16.5) 

356.8 
45.5 

$527.8 
gla) 
207.7 
234.8 

4.8 
80.5 

$220.6 
(9.0) 

200.5 
20.1 

$1 13.9 
(4.7) 
- 

76.0 
2.4 

35.5 

$86.2 
(3.5) 

m) 

- 
$335.0 

251.5 
83.5 

$2437.6 

2295.8 
141.8 

Major Activities Budgeted 

1977 

$830.2 
(346) 
830.1 

.1 

$329.5 
(13.7) 

294.0 
35.5 

$440.0 
(18.0) 

225.5 
125.8 

3.7 
85.0 

$174.6 
(7.3) 

163.1 
11.5 

$204.4 - 
(8.5) 

151.9 
17.6 
34.9 

$107.3 
(4.5) 
- 

9% 
229.5 
79.8 

$2395.3 

2263.3 
132.0 

1 s  

'-@m) 
$759.4 

759.2 
.2 

$285.3 
(12.7) 

255.4 
29.9 

$420.1 
'(i) 

215.5 
112.5 

7.0 
85.1 

$149.1 
(6.7) 

136.4 
12.7 

$261.1 - 
(11.7) 

154.3 
66.4 
40.4 

$93.6 
(4.2) 

(121) 

- 
$270.6 

201.4 
69.2 

$2239.2 

2115.9 
123.3 

Includes program income, surplus urban renewal funds, loan proceeds. and funds reprogrammed from prior yeas' grants. 

1975 

$601.5 
(30.0) 

601.3 
.2 

$228.0 
11.4) 

- 
- 

195.7 
32.4 

$436.4 
(21.7) 

240.0 
105.8 

3.1 
87.5 

$87.4 
(4.4) 

72.2 
15.2 

$320.9 
(16.0) 

158.1 
132.2 
30.6 

$97.2 
(4.9) 

W) 
$232.5 

150.6 
81.9 

$2003.9 

1906.9 
17.0 

SOURCE: US. Department of Housing and Urban Development, Community Planning and Development, Office of Management, Data Systems and 
Statistics Division 
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Table 1-22: Part 1 
Estimated CDBG Urban County Funding by Major Activities Budgeted 

(Dollars in Millions) 
FY 1979-1983 

Public Facilities and Improvements 
(percent) 

Street Improvements 
Parks, Recreation, etc. 
Water and Sewer 
Flood and Drainage 
Neighborhood Facilities 
Solid Waste Facilities 
Parking Facilities 
Fire Protection Facilities 
Removal of Arch. Barriers 
Senior Centers 
Centers for the Handicapped 
Other Public Works and Facilities 

Housing Related Activities 
(percent) 

Rehab. of Private Property 
Rehab. of Pub. Res. Structures 
Rehab. of Pub. Housing Mod. 
Code Enforcement 
Historic Preservation 
Housing Activities by LDCs 

Acquisition Clearance Related , . 
(percent) 

Acquisition of Real Property 
Clearance 
Relocation 
Disposition 

Public Services 
(percent) 

Economic Development 
(percent) 

Local Development Corp. 
Public Fac. and Impr. for ED 
Com. and Ind. Fac. for ED 
Acquisition for ED 

Completion of Categorical Programs 
(percen 1 )  

Contingencies and Local Options 

Administration and Planning 

(percent) 

(percent) 
Administration 
PI an n i n g 

Net Grant Amount 
Other Program Resources1 

Total Resources 

N I A  = Not Available 

1983 

$161.2 

61.6 
11.4 
39.0 
9.7 
.9 
.5 
2.5 
4.5 
5.2 
8.2 
1.7 
16.0 

$119.1 
(25.2) 
100.6 
1.5 
2.2 
3.2 
2.0 
9.6 

$7.1 
(1 -5) 
1.4 
2.2 
3.4 
.l 

$22.0 

- 

(341) 

- 

(47) 

$58.1 
(12.3) 
14.0 
3.7 
25.0 
2.1 

$2 
(7 

$34.3 
(7.3) 

$70.4 

- 

(14.9) 
47.8 
22.6 

$472.4 
426.0 
46.3 

1982 

$1 55.6 

51.2 
13.1 
32.3 
9.3 
11.5 
1.9 
1 .o 
3.2 
3.8 
7.9 
1.1 
18.6 

$1 17.4 
(28.5) 
110.4 
1.6 
1.1 
3.0 
1.6 

- 
'737.7) 

-NA- 

$18.9 
(4.6) 
13.3 
2.3 
3.3 

$18.4 

$31.2 
(7.6) 
5.4 
6.7 

' 11.4 
1.9 

$ .7 

- 

- 
$15.9 
(3.9) 

(13) 
$55.2 

41.3 
13.9 

$412.6 
404.3 
8.3 

1981 

$171.1 

61.2 
17.1 
42.5 
10.7 
10.7 
.2 
1.7 
4.2 
5.8 
11.3 
.9 
4.1 

$135.7 
(31.2) 
119.1 
5.4 
2.2 
6.6 
2.4 

- 

T 3 )  

-NA- 

$32.9 
(7.6) 
24.7 
3.9 
4.1 
.2 

7 

% 
$2 
(2.6) 
7.2 
2.6 
.5 
1.2 

$ .7 
( 4  

$21.9 
(5.0) 

$54.3 

- 

(12.5) 
45.5 
8.8 

$435.0 
424.7 
10.3 

P 

1980 

$178.5 

65.5 
15.8 
42.6 
9.9 
13.8 

1.9 
3.6 
6.9 
10.9 
1.8 
4.6 

$109.6 
(26.0) 
97.2 
3.3 
2.1 
4.8 
2.2 

-NA- 

- 
~m) 

- 

$37.2 
(8.8) 
29.3 
3.5 
4.4 - 
$7.3 m 
$10.3 
(2.4) 
5.7 
1.2 
1.8 
1.6 

$1.2 
(.3) 

$24.1 
(5.7) 

$54.5 

- 

(12.9) 
46.4 
8.1 

$421.8 
41 7.3 
4.5 

1979 

$186.6 
(45.7) 
60.8 
17.1 
47.6 
11.2 
16.5 
.2 
2.5 
3.9 
6.0 
12.2 
1.3 
4.2 

- 

$94.4 
(23.2) 
84.0 
3.4 
1.6 
2.9 
2.5 

-NA- 

$37.0 
(9.1) 
26.9 
4.9 
4.9 
.3 

$8.0 

7 

m 
@ 
(2.0) 
3.7 
1.9 
1.9 
.7 

t2.1 
(.5) 

$22.0 
(5.4) 

(12) 
$51.1 

40.1 
11.1 

$406.2 
396.0 
10.2 

1 Includes program income, surplus urban renewal funds, loan proceeds, and funds reprogrammed from prior years' grants 

SOURCE: U.S. Department of Housing and Urban Development. Community Planning and Development Office of Program Analysis and Evaluation. 
CDBG Performance Monitoring and Evaluation Data Bases. 
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Table 1-22: Part 2 
Estimated CDBG Urban County Funding by Major Activities Budgeted, 

(Dollars in Millions) 
FYs 1975-1 978 

Public Facilities and lmorovements 
(percent) 

Public Works, Facilities, and Site Improvements 
Payments for Loss of Rental Income 

Rehabilitation 
(percent) 

Rehabilitation Loans and Grants 
Code Enforcement 

Acquisition/Clearance Related 
(percent) 

Acquisition of Real Property 
Clearance Demolition and Rehabilitation 
Disposition of Real Property 
Relocation Payments and Assistance 

Public Services 
(percent) 

.. 

Provision of Public Services 
Special Projects for the Elderly and Handicapped 

Completion of Categorical Programs 
(percent) 

Completion of Urban Renewal Projects 
Continuation of Model Cities Activities 
Payment of Non-Federal Share 

Contingencies and Local Options 
(percent) 

Administration and Planning 
(percent) 

Administration 
PlanninglDevelopment 

Total Resources 
Net Grant Amount 
Other Program Resources1 

1978 

$166.0 

- 
- 

(44.5) 

166.0 
0 

$63.9 
(17.1) 

60.6 
3.3 

$49.3 
(13.2) 

28.7 
14.8 

5.8 

$16.5 
(4.4) 

- 

6.7 
9.8 

$5.6 
(1 -5) 

3.1 
.1 

2.4 

% 
852.7 
(14.1) 

36.1 
16.6 

$372.8 
368.1 

3.6 

1977 

$156.9 
(47.2) 

156.9 
0 

- 

$52.1 
(15.7) 

49.6 
2.5 

$ 4 2  
(1 4.4) 

31.2 
11.2 

5.4 

$10.8 
( 3 4  

6.8 
4.0 

$3.9 
(1 4 

- 
- 

- 
.9 

3.0 
- 

W) 
$41.3 
(1 2.4) 

27.4 
13.9 

$332.4 
327.7 

4.7 

- 

1976 

$1 02.9 
(484  

102.9 
0 

- 

$ g i  
(1 3.2) 

25.8 
2.4 

$32.7 
(15.3) 

22.1 
7.1 

3.5 

$7.0 
(3.3) 

3.6 
3.4 

$4.9 

- 

- 

- 

rn) 
.2 
.9 

3.8 

$12.0 
(5.6) 

(1 2.0) 
$25.7 - 

15.1 
10.6 

$213.5 
208.1 

5.4 

1975 - 
$40.8 
(37.4) 

40.8 
0 

$13.7 
(12.5) 

11.7 
2.0 

$17.4 
(15.9) 

11.2 
4.2 

.1 
1.9 

$4.1 
(3.8) 

2.6 
1.5 

$7.4 
(6.8) 

1.5 
4.3 
1.6 

$6.4 - 
(5.9) 

(1 7.8) 

9.0 
10.4 

$109.2 
108.9 

.3 

$1 9.4 - 

Includes program income. surplus urban renewal funds, loan proceeds. and funds reprogrammed from prior years’ grants. 

SOURCE: U.S. Department of Housing and Urban Development, Community Planning and Development, Office of Management, Data Systems and 
Statistics Division 
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CDBG Performance PIonitoring and Evaluation Data Base 

The data presented i n  t h i s  chapter  come from t h e  CDBG Performance Monitoring 
and Evaluation Data Base maintained by HUD's Office of Program Analysis and 
Evaluation. This data base contains information extracted by content ana lys i s  
from Final  Statements of Community Development Objectives and Projected Use of 
Funds and Grantee Performance Reports (GPR) submitted by each Urban Cmnty and 
a represen ta t ive  sample of 220 Metropolitan Cities. The 220 Entitlement 
cit ies included i n  t h e  data base were se lec ted  by a s t r a t i f i e d  random sample 
of a l l  c i t ies  e l i g i b l e  f o r  CDBG formula grants .  The strata used i n  drawing 
t h i s  sample d is t inguished grantees  by t h e  s i z e  of enti t lement grant ,  whether 
t h e  community i s  a c e n t r a l  c i t y  o r  a non-central c i t y ,  and whether t h e  
community received its grant  according t o  CDBG Formula A or Formula B. 

1984 GPB Universe, Sample, and Coding 

The universe of communities required t o  submit 1984 GPRs ( t h e  most cur ren t  
GPRs a v a i l a b l e  t o  HUD) consis ted  of 682 Metropolitan Cities and 104 Urban 
Counties t ha t  received 1984 CDBG grants .  

Data on t h e  a c t u a l  use  of FY 1984 CDBG ent i t lement  program funds came from 
GPRs submitted by 104 Urban Counties and 216 Metropolitan Cities i n  t h e  
sample. Two ci t ies  included i n  t h e  sample of el igible communities d i d  no t  
submit a GPR because they  had never applied f o r  CDBG funds and two cit ies i n  
t h e  sample have jo ined urban county programs. 

Each c i t y  w a s  weighted t o  reflect t h e  r a t i o  of sampled communities t o  t h e  
universe i n  t h a t  stratum. Table A-1 shows t h e  composition of t h e  1984 GPR 
universe and the coded sample of Metropolitan Cities i n  each stratum. 

1986 Statement Universe, Samp le, and Coding 

I n  FY 1986, 711 Metropolitan Cities and 116 Urban Counties were e l i g i b l e  t o  
rece ive  CDBG ent i t lement  grants .  O f  t h a t  number, 694 ci t ies  and 116 counties 
appl ied  f o r  and received funding; t h e  app l i ca t ions  of two c i t ies  f o r  FY 1986 
funding were pending a t  t h e  time t h i s  r epor t  was prepared. Seven c i t ies  chose 
t o  combine wi th  count ies  and the re fo re  d id  not  submit s tatements and e i g h t  
c i t ies  chose not  t o  apply f o r  t h e i r  1986 grants .  

Two of the  Metropolitan Cities included i n  t h e  CDBG sample pa r t i c ipa ted  i n  t h e  
program through Urban Counties and one c i t y  i n  t h e  sample d i d  not  apply f o r  
t h e i r  1986 grant  and one community's app l i ca t ion  was pending a t  t h e  time of 
t h i s  repor t .  Consequently, t h e  d a t a  presented i n  t h i s  chapter  on t h e  planned 
use of FY 1986 funds are based on information submitted by 216 metropoli tan 
Ci t ies  and, 116 Urban Counties. 

Each Entitlement c i t y  was weighted t o  reflect t h e  r a t i o  of sampled c i t ies  t o  
t h e  t o t a l  number of communities i n  t h e  stratum t h a t  received grants .  Table A- 
2 shows t h e  composition of t h e  1986 universe of ci t ies receiving ent i t lement  
funds and t h e  coded sample of Metropolitan Cities i n  each stratum. 
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TABLE A-1 

CHARACTKRISTICS OF 1984 GPR UKCVERSE AND CODED 
SAUPLE OF ~ E O P O L I T A H  CITXES 

Central Cities 
Formula A Formula B 
N n N n 

Non-Cent ra l  Cities 
Formula A Formula B 

- n - N , n  - N - 
10 , 10 22 22 0 0 0  0 
22 19 26 16 2 2 0  0 

$10 . o+ 

$2 0-3 9 31 16 48 22 7 1 7  4 
$1.0-1.9 48 13 68 19 25 5 27 11 
Less than 

$4.0-9.9 ' 

3 
Total 246 78 251  94 1- 26 59 18 

- 18 25 $1 .o - 135 20 87 __ 15 85 _. - 

N = Number of communities i n  universe of entitlement communities submitting 

n = Number of communities included i n  t h e  sample and coded. 
1984 GPR. 

~ ~ 

TABLE A-2 

Central  Cities Non-Central Cities 
Formula A Formula B Formula A Formula B 

n - n N  - - Grant Amount 
(mill ions 1 
$10.0+ 9 9 18 18 0 0 0  0 
$4.0-9.9 15 14 21 16 2 2 0  0 
$2.0-3.9 28 16 42 22 4 1 1 1 
$1 . 0-1.9 46 17 71 20 20 4 27 13 
Less than 

N - n - N - n - N - 

3 
Total 251 77 259 95 123 27 61 17 

97 - 20 - 33 - - 153 - 107 2 21 - $1 00 

N = Number of communities awarded Entitlement Program grants  i n  1986. 
n = Number of communities included i n  sample and coded. 
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STATE CDBG AND EUD-AWIHISTERED SMALL CITIES PROGEAXS 

BACKGBOUNJJ AND IIOTBODUCTION 

The State Community Development Block Grant and HUD-administered Small Cities 
programs are HUD's principal vehicles for assisting communities under 50,000 
population that are not central cities. From its inception in FY 1975 until 
FY 1982, the CDBG Small Cities program was administered exclusively by HUD, 
and more than $4.3 billion was awarded through competitions managed by HUD 
Field Offices. At the Administration's request, Congress changed the 
administrative structure of the CDBG Small Cities Program in the Omnibus 
Budget Reconciliation Act of 1981. 

Beginning in FY 1982, States were offered the option of administering the 
program for their communities that did not receive CDBG Entitlement grants, 
and most States and Puerto Rico have since assumed this responsibility and now 
determine how and where to award CDBG Small Cities funds within their 
jurisdictions. Only three States, New York, Maryland, and Hawaii, currently 
remain in the HUD-administered Small Cities program. 

This Chapter describes the operation of the State CDBG and HUD-administered 
Small Cities programs in FY 1986. The chapter is divided into four 
sections. In the first, appropriations, program participation, and funding 
among the States are described. The second discusses recent program 
developments and how States contracted or awarded their funds among their 
communities and the priorities they emphasized in their selection processes. 
Section three presents a brief analysis of the types of projects that States 
funded during the 1986 program year. The final section includes a brief 
discussion of the FY 1986 HUD-administered Small Cities program. 

PROGRAM FUNDING AND PARTICIPATION 

The amount of funds for the State and Small Cities programs is established by 
Section 106 of the Housing and Community Development Act of 1974, as amended, 
at thirty percent, of the entire CDBG annual appropriation remaining after 
subtracting the amount allocated to the Secretary's Discretionary Fund. In FY 
1986, $879.8 million was available for use in the State and Small Cities 
programs. These funds are distributed among the States using almost the same 
dual formula process that is used in the Entitlement program, except' that 
formulas are modified to include only those data reflecting non-entitlement, 
areas of each State.* 

Since FY 1982, Congress has appropriated almost $5 billion for the CDBG Small 
Cities program of which 90 percent has gone to the State CDBG program and the 
remainder to the HUD-administered Small Cities program. For FY 1986, Congress 

* Throughout this Chapter, the term "State" includes Puerto Rico. 
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appropriated $879.8 mi l l ion  of which approximately $835 mi l l ion  went t o  48 
S t a t e  CDBG programs and $45 mi l l ion  t o  t h e  HUD-administered Small Cities 
programs. 

THE STATE CDBG PROGRAM 

RECENT PROGRAM DEVELOPMENTS 

Systems Review of State Programs . The Office of Community Planning and 
Development revised  i ts  approach t o  t h e  review of S t a t e  programs i n  response 
t o  an a u d i t  of t h e  S t a t e  CDBG program by t h e  Inspector  General 's Office,  which 
concluded t h a t  S t a t e s  d id  not  have adequate systems i n  place t o  s a t i s f y  the  
s t a t u t o r y  requirements. The new approach examines t h e  systems each S t a t e  uses 
t o  c a r r y  out  c e r t a i n  of i t s  ob l iga t ions  under t h e  program. For example, i n  
looking at the S t a t e ' s  f u n d a b i l i t y  system, HUD examines how t h e  S t a t e  
determines t h a t  t h e  a c t i v i t i e s  it  funded are e l i g i b l e  under Sect ion  105(c) of 
t h e  Act and t h a t  they meet one of t h e  program's t h r e e  na t iona l  objec t ives .  
CPD a l s o  reviews the  S t a t e ' s  systems f o r  aud i t  management, p ro jec t  c loseout ,  
and review of r e c i p i e n t s .  For each of these  systems, CPD developed and made 
a v a i l a b l e  t o  t h e  S t a t e s  a model approach. Each S t a t e  is  genera l ly  free t o  
adopt these models o r  t o  develop a l t e r n a t i v e  approaches tha t  it bel ieves  
b e t t e r  s u i t s  i t s  own p a r t i c u l a r  needs and circumstances. 

State Administrator's b u a l .  To f u r t h e r  assist S t a t e s  i n  administering t h e i r  
programs, CPD issued a revised  S t a t e  Administrator 's  Manual t h a t  de l inea tes  
and desc r ibes  each s t a t u t o r y  and regula tory  requirement tha t  a p p l i e s  t o  t h e  
program. Addit ionally,  t h e  Administrator 's  Manual sugges ts ,  but does not  
mandate, approaches a S t a t e  might use t o  ensure compliance. 

1 

wIYecessary or Appropriate" Requirement. Secttion 105(a)(17) of t he  Housing and 
Community Development Act of 1974, as amended, al lows S t a t e s  t o  provide d i r e c t  
loans  and g r a n t s  t o  p r i v a t e  fo r- prof i t  e n t i t i e s  i f  t h a t  a s s i s t ance  is  
"necessary or  appropr ia te  t o  c a r r y  out  an economic development project." I n  
FY 1986, CPD worked c lose ly  w i th  S t a t e s  t o  focus t h e i r  a t t e n t i o n  on t h i s  
provis ion  and t o  improve t h e  q u a l i t y  of ana lys i s  r e l a t i n g  t o  t h i s  requirement 
a t  t h e  S t a t e  l e v e l .  Moreover, CPD encouraged S t a t e s  t o  approach economic 
development so  as t o  emphasize and ensure maximum p r i v a t e  f inancing,  thus  
minimizing r e l i a n c e  on publ ic  f inancing i n  economic development. 

PROGRAM ADMINISTRATION 

State Set-Asides. One method tha t  S t a t e s  have used t o  ensure that  CDBG funds 
address  p a r t i c u l a r  needs i s  t o  mandate that  s p e c i f i c  amounts o r  f r a c t i o n s  of 
t h e i r  program funding be used t o  fund p a r t i c u l a r  kinds of a c t i v i t i e s  or 
communities. Forty- five of the  48 S t a t e s  p a r t i c i p a t i n g  i n  t he  S t a t e  CDBG 
program u s e  a t  least  one form of se t- as ide ,  and most use more than one. Only 
two S t a t e s  provide f o r  only one category, and one S t a t e  a l l o t s  funding t o  
seven ca tegor ies .  Overa l l ,  S t a t e s  provide se t- as ides  f o r  an average of four  
c a t e g o r i e s  . 
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Set- aside ca tegor ies  can be placed roughly i n t o  t h r e e  types ,  according t o  
whether they target s p e c i f i c  kinds of a c t i v i t i e s ,  communities, o r  g ran t  
fea tures .  For example, 33 S t a t e s  assigned some proport ion of t h e i r  
a l l o c a t i o n s  f o r  economic development; 20 S t a t e s  a l l o t t e d  a set-aside fo r  
housing p ro jec t s ;  19 S t a t e s  d e t a i l e d  resources f o r  publ ic  faci l i t ies ;  and 13 
S t a t e s  assigned monies t o  planning a c t i v i t i e s .  

Nine S t a t e s  devoted some f r a c t i o n  of t h e i r  a l l o c a t i o n s  t o  p a r t i c u l a r  types of 
communities, e.g., communities with populations of 10,000 o r  more. I n  
add i t ion ,  22 S t a t e s  apportioned parts  of t h e i r  a l l o c a t i o n s  f o r  communities 
f ac ing  some imminent t h r e a t .  

S t a t e s  a l s o  choose t o  set a p a r t  funds t o  ensure t h a t  c e r t a i n  f e a t u r e s  of t h e i r  
programs, e.g., f l e x i b i l i t y  or local d i s c r e t i o n ,  are preserved. Twenty S t a t e s  
e s t ab l i shed  set-asides t o  ensure t h a t  a range of a c t i v i t i e s ,  both s i n g l e  
purpose and multi-purpose, could be funded. Eighteen S t a t e s  have set aside 
d i sc re t ionary  funds from which t h e  Governor can assist p a r t i c u l a r  p ro jec t s .  
Thi r teen  S t a t e s  have assigned funding t o  multi- year as well as s i n g l e  year  
p ro jec t s .  Ten S t a t e s  have set aside some p a r t  of t h e i r  a l l o c a t i o n s  f o r  
genera l  purpose competitions. 

A few S t a t e s  a l s o  set a s i d e  funds fo r  d i s t i n c t i v e  purposes. Arkansas, f o r  
ins t ance ,  set aside funds for  minori ty business; Massachusetts, f o r  a "Main 
S t r e e t"  f inancing p ro jec t ;  and I l l i n o i s ,  t o  provide f ixed- ra te  f inancing f o r  
small businesses i n  r e c i p i e n t  communities. Ca l i fo rn ia  set aside 1.25 percent 
of i ts  funds f o r  small ci t ies having Native American communities not 
recognized under Federal  law as Indian Tribes. Idaho assigned f i v e  percent of 
i t s  funds f o r  p r o j e c t s  b e n e f i t t i n g  sen io r  c i t i z e n s .  Texas set aside a 
s p e c i a l  impact fund f o r  p r o j e c t s  i n  severe ly  distressed, unincorporated areas 
of counties.  

State Selection Systems. A l l  48 S t a t e s  d i s t r i b u t e  at least some por t ion  of 
t h e i r  CDBG funding through competitions, and it is t h e  p r inc ipa l  form of - 
a l l o c a t i o n  i n  most-States.  I n  a competition, communities apply t o  t h e  S t a t e  
f o r  funding and are funded based on a judgment of t h e  r e l a t i v e  merits of t h e  
a c t i v i t i e s  on which the app l i ca t ion  is  based. 

Many S t a t e s ,  i n  a d d i t i o n  t o  regu la r  competitions, consider  app l i ca t ions  i n  
s p e c i f i c  ca tegor ies ,  p a r t i c u l a r l y  economic development and urgent needs, on an  
ongoing noncompetitive basis. Agreement on t h e  l e v e l  of support and t h e  
p a r t i c u l a r s  of p r o j e c t  design is  reached through negot ia t ions  between t h e  
S t a t e  and the  r e c i p i e n t  community. The ongoing charac te r  of these  app l i ca t ion  
processes al lows communities t o  make p ro jec t  app l i ca t ions  i n  concert  with 
business condi t ions  and s p e c i f i c  p ro jec t  circumstances. 

T h i r t y  S t a t e s ,  or  two- thirds of those  w i t h  competitions, also d i s t r i b u t e  some 
p a r t  of t h e i r  funds through one of these app l i ca t ion  procedures. While many 
S t a t e s  a l l o c a t e  r e l a t i v e l y  l i t t l e  of t h e i r  Block Grant funds t h i s  way, a t  
least f i v e  S t a t e s  ( Indiana ,  Maine, South Carolina, South Dakota, and Wyoming) 
use i t  as t h e i r  p r i n c i p a l  a l l o c a t i o n  mechanism and t e n  o t h e r s  a s s ign  15 
percent  o r  more of t h e i r  a l l o c a t i o n s  through t h i s  method. 
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F i n a l l y ,  i n  a d d i t i o n  t o  competitions and/or noncompetitive negot ia t ions ,  four  
S t a t e s  use  formulas t o  allocate g ran t s  among communities. Pennsylvania 
d i s t r i b u t e s  89 percent of i t s  a l l o c a t i o n  amount through a formula; Puerto 
Rico, Ohio, and Massachusetts allocate 41, 34, and one percent ,  respect ive ly .  

No s i n g l e  formula f a c t o r  dominates thq  formulas. Two S t a t e s  each use 
popula t ion  and economic distress i n  t h e i r  ca lcu la t ions ,  but no o t h e r  f a c t o r  is  
inc luded more than once. 

State Selection Priorities. Most S t a t e s  combined mul t ip le  community- and 
project- based cr i ter ia  i n  making awards. I n  FY 1986, S t a t e s  employed an 
average of three community s e l e c t i o n  f a c t o r s  and as many as e i g h t ;  
correspondingly,  they used an average of four  p ro jec t  f a c t o r s  and as many a s  
nine.  Table 2-1 summarizes t h e  frequency w i t h  which p a r t i c u l a r  f a c t o r s  were 
used. As i s  evident ,  many S t a t e s  used similar cr i ter ia ,  e spec ia l ly  distress 
and a v a i l a b i l i t y  of o the r  funds among community l e v e l  cr i ter ia  and lower- 
income benef i t ,  leveraging,  and p ro jec t  impact among p ro jec t  cr i teria.  

TAB= 2-1 

m- AND PROJECT-BASED SELECTION FACTORS USED 
BY STATES TO AWARD CDBG FWDS TO RECIPIENTS, 

FY 1986 

Community Se lec t ion  Factors  
Economic Distress 
A v a i l a b i l i t y  of Other Funds 
Persons i n  Poverty/Low/Mod 
Urgent Need 
Local Capacity 
Local Effort /Support  
Other Need Factors  
Other 

P ro jec t  Se lec t ion  Factors  
Lower-Income Benefi t  
Funds Leveraged 
Pro jec t  Impact 
Cost Effec t iveness  
Jobs Created/Retained 
S t r a t e g y / F e a s i b i l i t y  
Housing Uni ts  

Created or  Rehabi l i ta ted  

S t a t e s  Using t h e  Factor  
Number Percent 

34 T 
30 
21 
18 
16 
14  
5 

23 

33 
33 
27 
22 
21 
16 

67 
46 
48 
36 
30 
1 1  
51 

73 
73 
60 
49 
47 
35 

11 24 

SOURCE: U.S. Department of Housing and Urban Development, Office of Program 
Program Analysis and Evaluation, CDBG S t a t e  Performance and Evaluation 
Report Evaluat ion Report Data Base. 
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Timely Distribution of Funds. Sect ion  104(d)(2)  of t h e  Housing and Community 
Development Act of 1974, as amended, r equ i res  S t a t e s  t o  d i s t r i b u t e  funds t o  
local government r e c i p i e n t s  i n  a t imely manner. For t h e  purposes of Sect ion  
104, HUD considers  funds d i s t r i b u t e d  when they are under con t rac t  t o ,  and, 
thus ,  a v a i l a b l e  for ,  t h e  use of local governments. 

Table 2-2 provides d a t a  on t h e  t ime l iness  of S t a t e s '  d i s t r i b u t i o n  of CDBG 
funds  a t  two p o i n t s  i n  time. The first column of f i g u r e s  presents  last  yea r ' s  
d a t a  on t h e  d i s t r i b u t i o n  of FY 1984 S t a t e  g r a n t s ,  and t h e  second and t h i r d  
columns present  comparable da ta  co l l ec ted  recen t ly  f o r  FY 1985 S t a t e  grants .  
The d a t a  suggest  that a somewhat greater proport ion of S t a t e s  had committed 
high percentages of g ran t s  t o  t h e i r  r e c i p i e n t s  under con t rac t  t h i s  year  than 
last .  On t h e  o t h e r  hand, a small group of S t a t e s  remains very d e l i b e r a t e  i n  
bringing t h e i r  r e c i p i e n t  awards under cont rac t .  

TABU 2-2 

TR4EL,IIoEss OF STAm FUNDS DISTRIBUTION TO RECIPIENTS 

Recipients  
Under 
Contract 
90-100% 
80-89 
60-79 
40-59 
0-?9 
Tota l  

FY 1984* 
12 months 

after 
HUD Award 

S t a t e s  Pc t .  
15 32% 
15 32 
13 28 
2 4 

4 2 
47 100% 

L_ 

- _. 

* A s  of January 17, 1986 
** As of February 5, 1987 

FY 1985** 
12 months 15 months 

after  af ter  
HUD Award HUD Award 

S t a t e s  P c t .  - S t a t e s  Pct.  
21 51 % 30 75% 

9 22 2 5 
4 10 5 13 
5 12 3 7 

5 - 2 - 
41 100% 

0 - 0 - 
40 100% 

n 

SOURCE: U.S. Department of Housing and Urban Development, Community 
Planning and Development, Office of Block Grant Assistance. 
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USES OF STATE CDBG pDloDS* 

r epor ted  i n  t h e  Performance Evaluation Reports. F i r s t ,  seven of these  S t a t e s  
had not  received approval  for t h e i r  FY 1986 a l l o c a t i o n s  p r i o r  t o  t h e  June 30 
r e p o r t i n g  deadline,  and 27 more had received approval only wi th in  t h e  previous 
t h r e e  months. Second, most S t a t e s  do not d i s t r i b u t e  a l l  t h e i r  CDBG funds a t  
one  time but ,  r a t h e r ,  make awards  a t  severa l  d i f f e r e n t  times through t h e  year. 

A s  of June 30, 1986, t h e  end of t h e  r epor t ing  period f o r  t h e  annual 
performance r e p o r t s ,  S t a t e  off ic ia ls  reported making awards f o r  a t o t a l  of 
$247 mi l l ion ,  or 27 percent  of t h e  FY 1986 CDBG funds a v a i l a b l e  t o  S ta tes .  

TYPES OF -1ES FWDED 

Although each S t a t e  funded a considerable v a r i e t y  of communities, t h e  t y p i c a l  
r e c i p i e n t  of S t a t e  CDBG funds was a town o r  very small c i t y ,  e.g. one with a 
populat ion of less than 10,000 located  ou t s ide  of a metropoli tan area.' More 
t h a n  60 percent  of the  FY 1986 g r a n t s  and FY 1986 g ran t  amounts t o  d a t e  have 
gone t o  these smaller communities, and approximately 85 percent have gone t o  
communities ou t s ide  metropol i tan  areas. (See Table 2-3.) 

I 

I 

Most FY 1986 r e c i p i e n t s  have received similar award amounts. Towns, very 
small ci t ies ,  and coun t i e s  received,  on average, between $232,000 and 
$253,000. However, small c i t i es  with populations greater than 10,000 have 
received s i g n i f i c a n t l y  larger average grants--$302,000. 

- * The data used t o  desc r ibe  the  funding i n  t h e  S t a t e  CDBG program are derived 
from the  FY 1986 Performance Evaluation Reports (PERs)  submitted f o r  47 of 
t h e  48 s t a t e s  adminis ter ing  the S t a t e  CDBG program. 
o f f i c i a l s  i d e n t i f i e d  each r e c i p i e n t  t h e i r  S t a t e  had funded s ince  they began 
adminis ter ing  t h e  program through June 30, 1986. I n  add i t ion ,  they 
repor ted  t h e  amount of each award, the s p e c i f i c  a c t i v i t y  funded, t h e  
purpose of the  a c t i v i t y ,  and which of t h e  program's three na t iona l  
ob jec t ives  the award met. This is  t h e  first year S t a t e s  have submi t ted  t h e  
PER, and, consequently, the  da ta  i n  t h i s  r epor t  d i f fer  from those  presented 
i n  previous Annual Reports which were derived from press  releases o r  o t h e r  
e a r l y  announcements of awards and not  from a c t u a l  funding commitments. 

I n  each PER, S t a t e  

+ I n  t h i s  Chapter, a l l  communities o the r  than count ies  with populat ions less 
than 2,500 are called ntowns.n Simi lar ly ,  a l l  non-counties with 
populat ions between 2,500 and 10,000 are called "very small cities." All 
o t h e r  non-county subrec ip ien t s  are referred t o  as ttsmall cities." 
not  t e c h n i c a l l y  c o r r e c t ,  t h i s  terminology is used t o  avoid confusion about 
which type  of community i s  being described. 

Although 
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TABM 2-3 

CEARACTXEISTICS OF FY 1986 STATE CDBG P~~ EECIPImS, 
AS OF 30, 1986+ 
(Dollars in thousands) 

Type of Community 
Towns 

Grants Funds Avg . 
Number Percent Dollars Percent Award 
341 7 $79,153 32% $232 

Very Small Cities 293 29 74,162 30 253 
Small Cities 129 13 38,910 16 302 
Counties 230 23 54, 924 22 239 - 117 No Information 26 
Tot a1 1,019 100% $250,314 100% $246 

3, 165 - - - 

Metropolitan Status 
In Metro Area 153 16% $ 35,079 14% $229 
Outside of Metro Area 814 84 207 846 86 ' 255 
No Information 
Total 

52 7,389 142 
lm i8% $250,314 'i8% $246 

+ Percentages calculated on known characteristics only. 

SOURCE: U.S. Department of Housing and Urban Development, Office of Program 
Analysis and Evaluation, State CDBG Performance and Evaluation Report Data 
Base 

USE OF ET 1986 rmblDS 

The FY 1986 grants that State officials reported in their Performance 
Evaluation Reports funded a total of 2,562 activities. Physical development 
activities continued to receive by far the largest share of funding. Water 
and sewer projects (31 percent of funds) and housing rehabilitation (28 
percent) received the most funding with direct assistance to for-profit 
entities (12 percent) third in prominence. Table 2-4 indicates the activities 
funded in FY 1986 and the dollar amounts awarded for each activity. 

I 
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TABLE 2-4 

STATE CDBG ACTIVITIES FUNDED AND AUOolpT OF VulODIloG, Fp 1986+ 
(Dollars in thousands) 

Activity 
Water and Sewer 
Housing Rehabilitation 
Streets 
Assistance to For- 
Profit Entities 

Acquisition/Disposition 
Other Public Facilities 
Community Centers 
Relocation 
Public Housing 
Modernization 

Public Services 
Interim Assistance/ 
Code Enforcement 

Administration 
Planning 
Contingencies 
Total 

As of June 30, 1986. + 
* Less than .5 percent, 

Activities Funds 
Number Percent Amount Percent 

446 17% $74,279 31% 
372 15 66,708 28 
191 7 18,312 8 

164 6 28,852 12 
158 6 7,860 3 
120 5 11,328 5 
63 3 8 , 793 4 
54 2 3,586 1 

33 1 1,521 1 
17 1 984 * 
8 * 87 * 

7 59 30 15,309 6 
74 3 1,573 1 * - 103 4 428 

2,562 100% $239 9 620 100% 

or less than $500,000. 

SOURCE: U.S. Department of Housing and Urban Development, Office of 
Program Analysis and Evaluation, State CDBG Performance and 
Evaluation Report Data Base. 

In their performance reports, States indicated the purpose for which they 
chose to fund particular activities. Building or improving public facilities, 
principally streets and water and sewer facilities, was by far the purpose 
most pursued in the State CDBG program, receiving 50 percent and 49 percent, 
respectively, of the FY 1986 activities and grant funds. Housing improvement, 
mainly housing rehabilitation, and economic development, usually in some form 
of direct assistance to businesses, each has been funded somewhat less 
frequently than public improvements. However, because economic development 
awards tend to be made later than awards for other types of projects, the 
share of funding going t o  this purpose will most likely increase after all FY 
1986 funds are committed. Table 2-5 shows FY 1986 funding by purpose with a 
breakdown of the major activities related to each purpose. 

1 
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TABLE 2-5 

FY 1986 STATE CDBG m I E G  BY PURPOSE OF AWARD* 
I (Dollars in thousands) 

Purpose 
and- Major Activities 
Public Facilities 

Activities 
Number Percent 
1,241 508 

(Streets, water, sewer) (592) (24) 
(Other (273) (11) 
(Administration) (376 1 (15) 

Housing 
(Rehabilitation) 
(Other) 
(Administration) 

Economic Development 353 14 
(Assistance to for-profits) (159) ( 6) 
(Other) ( 92) ( 4) 
(Administration) (102) ( 4) 

Planning 115 5 
Public Services 21 1 
No Information 105 - 
Total 29 597 100% 

Funds 
Amount Percent 

$116,872 49fg  
(87,776) (37) 
(23,892) (10) 
( 5,204) ( 2) 

80, 738 34 
(64,167) (27) 

(9,589) ( 4) 
(6,982) ( 3 )  

36,490 15 
(27,3 13) (11) 
( 7,592) ( 3 )  
( 1,585) ( 1 )  

2,852 1 
2,646 1 
2,688 - 

$242,286 100% 

As of June 30, 1986. Percent based on known characteristics only. + 

SOURCE: U.S. Department of Housing and Urban Development, Office of Program 
Analysis and Evaluation, State CDBG Performance and Evaluation Report 
Data Base. 

The purpose for which the State CDBG funds were awarded varied considerably 
according to the type of the recipient. For towns, very small cities, and 
counties, public facilities received the largest share of funds, followed by 
housing and economic development. In small cities of more than 10,000 
population, housing was the most often funded purpose, followed by public 
facilities and economic development. For a11 groups of recipients, planning 
and public services both received relatively little funding, although the 
portion of funds awarded for this purpose was slightly greater for larger 
recipients than for other communities. 

I 
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TABJ.3 2-6 

PI 1986 STATE CDBG FOBDIEG BY PURPOSE OF AUAED+ 
AND TYPE OF BECIPI- 
(Dollars in thousands) 

Type of Recipient 
Very Small 

Purpose Towns Small Cities Cities Counties 
Public Facilities 579 47% 29% 53% 
Housing 
Economic 

Planning 
Development 

27 36 47 27 

* - Public Services 
Tot a1 100% 

15 15 20 19 
1 1 * 1 

1 4 * 
1009 rn - 

100% 

Amounts awarded $78,386 $68,037 $43,700 $54,448 

* Less than .5 percent. 
As of June 30, 1986. + 

SOURCE: U.S. Department of Housing and Urban Development, Office of 
Program Analysis and Evaluation, State CDBG Performance and Evaluation 
Report Data Base. 

NATIONAL OBJECTIVES 

The CDBG program requires that all activities undertaken with CDBG funds must 
meet one of the program's three national objectives: benefitting people with 
low and moderate incomes, preventing or eliminating slums or blight, or 
addressing urgent community development needs. .In implementing their 
programs, States must certify to HUD that they will only fund activities that 
meet these objectives. 

As part of this certification, States must ensure that not less than 51 
percent of their CDBG grant funds are used to fund activities that will 
benefit people with low and moderate incomes over a one-, two-, or three-year 
period that the State designates. Among 44 States for which FY 1986 
information was available, 41 chose to meet the 51-percent requirement in the 
current year. Two States elected a three-year period, and the other elected a 
two-year period. 

Thirty-one of the 45 States for which we have information have awarded at 
least 95 percent of their allocations to meet the low- and moderate-income 
objective since FY 1982. In four States the overall proportion of funds 
awarded to support this objective was less than 80 percent, with the lowest 
being 57 percent. (In FY 1982 and FY 1983, that State awarded a large portion 

1 
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of its funds to communities having urgent local needs. In the last three 
years, however, the State awarded 75 percent of its funds for the low- and 
moderate income objective.) (See Table 2-7.) 

TABLE 2-7 

m T I W  PEBCEHT OF AWARDED RJloDS FOR LOW- AUD MODERATE- 
IUCMZ BATSWAL OBJECTIVE, FY 1982-Pn 1986+ 

Low- and Moderate- FY 1982 - FY 1986 
Income Benefit States Percent 

100% 5 T 
95-99 
90-94 
80-89 
57-79 

Total 

26 58 
5 11 
5 11 

9 4 
45 100% 

- - 

+ As of June 30, 1986. 

SOURCE: U.S. Department of Housing and Urban Development, Office of Program 
Analysis and Evaluation, State CDBG Performance and Evaluation Report Data 
Base. 

Across all States, 97 percent of FY 1986 funds awarded through June 30, 1986 
were intended to meet the national objective of providing benefit to people 
with low and moderate incomes. The balance of funds was used to advance the 
other two objectives. 
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Figure 2-1 
Percent of State COBG Spending 
by National Objective, FY 1986 

(Total = $250 Million) 

Source: U.S. Cecacment of Housing and Urban Development, Community Planning and Development. Office of 
Program Analysis anc Eraruation. 

Most of  t h e  f u n d s  adarded i n  FY 1986 were intended t o  advance t h e  low- and 
moderate-income ob jec t ive ,  r ega rd less  of the  s p e c i f i c  purpose f o r  which the 
award was made. There i s  some v a r i a t i o n ,  however, as 98 percent  of funds 
spent  f o r  housing were f o r  low- and moderate-income b e n e f i t ,  while only  85 
percent  of p l a n i n g  funds were f o r  t h i s  objec t ive .  (See Table 2-8.) 

The very  h igh degree of reported program benef i t  f o r  ind iv idua l s  wi th  low and 
moderate incomes was evident  f o r  a l l  types  and s i z e s  of r e c i p i e n t s .  The 
s l i gh t  v a r i a t i o n  tha t  appeared a c r o s s  types  of r e c i p i e n t s  showed that g r a n t s  
t o  very small towns met t h e  low- and moderate-income b e n e f i t  o b j e c t i v e  
somewhat less f requent ly  (94  percent )  than i n  o the r  c i t i e s  and towns (97 
pe rcen t ) ,  and t h a t  count ies  exh ib i t ed  t h e  h ighes t  such b e n e f i t  a t  99 percent.  
(See Table 2-9.) 

r l  

I 
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TABU 2-8 

PEBCEBT OF FY 1986 STA'lS CDBG AWARDED BY PURPOSE OF FmDDS 
AUD BATIOEAL OBJECTIVE+ 
(DOllaFs in thousands) 

National Object ive 
Low- and Moderate- Slums Urgent 

Purpose Income Benefi t  
Publ ic  F a c i l i t i e s  96% 
Housing 98 1 1 
Economic 

Development 96 4 * 
Planning 85 15 0 
Publ ic  Services  

To ta l  
99 
96% 
7 

1 
3% 
- 0 

i% 
Amount $238,409 $6, 005 $2 , 245 

+ As of June 30, 1986. 
* Less than .5 percent 

SOURCE: U.S. Department of Housing and Urban Development, Office of Program 
Analysis and Evaluat ion,  S t a t e  CDBG Performance and Evaluation Report Data 
Base. 

TABm 2-9 

PERCENT BENEFIT PO Low- AUD MODEBATE IN- 
PERSONS IN E'Y 1986 BY TYPE OF RECIPIENT+ 

Recipient  Low- and Moderate- 
S ize  o r  Type 
Town 
Very small c i t y  
Small c i t y  
County 

Income Benefi t  
94% 
97 
97 
99 

As of June 30, 1986. + 

SOURCE: U.S. Department of Housing and Urban Development, Office of Program 
Analysis and Evaluat ion,  S t a t e  CDBG Performance and Evaluation Report Data 
Base. 



Fp 1982-PI 1986 

10 

Purpose of Awards. The FY 1986 State CDBG awards discussed above do not 
provide a complete picture of how State ozficials use their CDBG funds because 
only about one-third of all awards were m'de by the time PER reports were 
prepared in Yune 1986. Data from other years of the program, however, place 
the FY 1986 funding in greater context. 

- 
'As of 

June 1986 
I I 1 I 

In the aggregate, the relative funding priorities of the States, and, in 
particular, the emphasis on physical development projects, have not changed 
greatly since States began administering the State CDBG program in FY 1982, 
although aggregate support for housing has declined and for economic 
development has increased correspondingly over the period. 

Public improvements, notably water and sewer facilities and streets, 
consistently have received more than 45 percent of program funds. This 
emphasis, based on the partial information available to date, has continued in 
Fp 1986. (See Figure 2-2.) 

Figure 2-2 
Percent of State CDBG Awards 
by Purpose and Fiscal Year' 

Fiscal Year 

Source: U.S. Depanment of Housing and Urban Development. Community Planning and Development. Office of 
Program Analysis and Evaluation. 
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Housing a c t i v i t i e g ,  mainly housing r e h a b i l i t a t i o n ,  received about 35 percent 
of program funds i n  FY 1982, and then decl ined t o  23 percent i n  FY 1984. That 
l e v e l  of funding continued through FY 1985, but increased t o  34 percent i n  the  
e a r l y  FY 1986 data .  The FY 1986 increase  probably does not  i n d i c a t e  a change 
i n  program d i r e c t i o n ,  but ,  r a t h e r ,  t h a t  housing p r o j e c t s  were s e l e c t e d  earl ier  
i n  t h e  year  than were economic development prDJects. 

Economic development funding, mainly as s i s t ance  t o  fo r- prof i t  e n t i t i e s ,  but 
a l s o  involving l a r g e  investments fo r  i n f r a s t r u c t u r e  improvements r e l a t e d  t o  
l o c a l  economic development p ro jec t s ,  has increased s i g n i f i c a n t l y  s ince  t h e  
S t a t e s  began t o  adminis ter  t h e  CDBG program i n  1982. From a low of 16 percent 
t h a t  first year ,  funding f o r  economic development increased t o  25 percent i n  
FY 1984 and remained about t h e  same i n  FY 1985. This change between FY 1982 
and FY 1984 probably reflects a change i n  p r i o r i t i e s  s ince  t h e  p r i o r  HUD 
program. The apparent  decl ine  i n  economic development funding i n  FY 1986 i s  a 
l i k e l y  r e s u l t  of economic development awards being made la ter  i n  t h e  program 
year ,  and, the re fo re ,  not being f u l l y  r e f l e c t e d  i n  r e p o r t s  made on June 30, 
1986. 

Funding f o r  publ ic  se rv ices  and planning c o n s i s t e n t l y  has been a t  about one 
percent i n  a l l  yea r s  of t h e  State- administered program. 

Figure 2-3 shows how S t a t e s  have awarded t h e  l a r g e s t  share  of t h e i r  CDBG funds 
by purpose s i n c e  1982. A t  least. i n  t h e  aggregate, support f o r  publ ic  
f ac i l i t i e s  remains t h e  major focus of S t a t e  funding f o r  FYs 1982 through 
1985. Twenty-nine of t h e  47 S t a t e s  f o r  which information was a v a i l a b l e  
expended more of t h e i r  a l l o c a t i o n s  over those four  years  f o r  public  f ac i l i t i e s  
than fo r  any o t h e r  a c t i v i t y ,  and twenty S t a t e s  spent  more than ha l f  of t h e i r  
a l l o c a t i o n s  from t h i s  period on such a c t i v i t i e s .  

Figure 2-4 d i sp lays  t h e  aggregate sha re  of CDBG spending going t o  economic 
development a c t i v i t y  from FYs 1982 through 1985. The f i g u r e  i n d i c a t e s  that 
almost two- thirds of the S t a t e s  f o r  which information i s  a v a i l a b l e  have spent 
between t e n  and 30 percent of t h e i r  CDBG funding f o r  economic development. 
Half of the  remaining S t a t e s  spent less than ten  percent on such a c t i v i t i e s ,  
and t h e  other h a l f  expended more than 30 percent.  Two S t a t e s  have spent a t  
least 50 percent  of the i r  cumulative a l l o c a t i o n s  f o r  economic development. 



Figure 2-3 
State CDBG Program Primary Funding Purpose 

by State, FYs 1982-1985 
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Source: U.S. Department of Housing and Urban Development, Office of Program Analysis and Evaluation, 
CDBG State Performance and Evaluation Data Base. 
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Figure 2-4 

Percent of State CDBG Spending for 
Economic Development, FYs 1982-1985 

I 

Source: U.S. Department of Housing and Urban Development, Office of Program Analysis and Evaluation, 
CDBG State Performance and Evaluation Data Base. 
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i Size of Recipients. Since t h e  S t a t e s  assumed t h e  adminis t ra t ion  of t h e  CDBG 
program i n  FY 1982, there has been a gradual inc rease  i n  the proport ion of 
funds going t o  smaller communities. Towns, i.e., communities w i t h  populations 
of less than 2,500, received approximately 23 percent of t h e  program funds i n  
FY 1982 and 30 percent  i n  FY 1985. Conversely, t h e  share of funds going t o  
small c i t i es  with populat ions greater than 10,000 decl ined from 26 percent i n  
FY 1982 t o  19 percent  i n  FY 1985. The r e l a t i v e  por t ion  of funds going t o  
o the r  r e c i p i e n t s  has changed very l i t t l e  s ince  FY 1982. 

The p a r t i a l  data from FY 1986 do not appear t o  be incons i s t en t  w i t h  
e s t ab l i shed  t r e n d s  i n  t h e  program. (See Table 2-10.) 

TABm 2-10 

PEBCEHT OF STATE CDBG FVHDIHG BY TYPE OF RECIPIERT, 
FISCAL YEBBS 1982-1986+ 

(Dollars  i n  mi l l ions )  

Type of Percent of Funds Awarded i n  FY 
Recipient  1982 1983 1984 1985 1986 
Towns 239 25% 29% 30% 32% 
Very small c i t ies  29 32 29 28 28 
Small c i t i es  26 24 20 19 18 

22 - '9 - - 23 - Counties 
Total 100% 100% 100% 100% 100% 
Funds Awarded $708 $907 $898 $848 $247 

22 22 - 

As of June 30, 1986. + 

SOURCE: U.S. Department of Housing and Urban Development, Off ice  of 
Program Analysis and Evaluation, S t a t e  CDBG Performance and 
Evaluat ion Report Data Base. 

Table 2-11 i n d i c a t e s  t h a t ,  i n  add i t ion  t o  rece iv ing a l a r g e  and growing share 
of yea r ly  g ran t  d o l l a r s ,  towns and very small c i t i e s  make up a l a r g e  por t ion  
of r e c i p i e n t s .  However, most of t h e  smal ler  communities rece iv ing g r a n t s  have 
rece ived j u s t  one g ran t .  I n  con t ras t ,  of communities with populat ions of 
10,000 o r  more t h a t  have received g ran t s  s ince  FY 1982, 68 percent have 
rece ived two o r  more g ran t s .  About ha l f  of t h e  count ies  and c i t i e s  w i th  
populat ions between 2,500 and 10,000 t h a t  have received g r a n t s  have received 
more than one grant .  

1 
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TABLE 2-1 1 

PEBCEUT OF CoIMJBJITIES BECEIVIHG MORE THAN Om 
STATE CDBG GRANT BY TYPE OF RECIPIENT, 

ET 1982-FY 1986+ 

Number 
of Grants 
One 
Two 
Three 
Four 
Five or More 
Total 
Number of 
Communities 

Type of Recipient 
Very Small - T O ~ S  small Cities Cities Counties 

75% 44% 32% 49% 
19 27 22 24 
5 16 21 15 
1 9 14 7 

5 4t 4 - 0 - - 
100% 100% 100% 100% 

3,221 1,629 800 1,291 

+ As of June 30, 1986. 

SOURCE: U.S. Department of Housing and Urban Development, Office of Program 
Analysis and Evaluation, CDBG State Performance and Evaluation Report Data 
Base. 

Punding for National Objectives. Since FY 1982, providing benefit to people 
with low and moderate incomes consistently has received at least 95 percent of 
State CDBG funds annually. Eliminating slums or blight and addressing urgent 

TABLE 2-12 

PERCEHT OF STATE CDBG FUNDING BY 
NATIONAL OBJECTIVE, FY 1 982- 1 986+ 

National Objective 
Low and Moderate 
Income Benefit 

Eliminating Slums 

Meeting other 
or Blight 

Urgent Needs 
Total 
Total Funds 

Percent of Funding in Fiscal Year 
1982 1983 1984 1985 1986 

96% 95% 95% 96% 97% 

- 

2 2 3 2 2 

2 3 2 2 1 - - 
100% 100% 100% 1007 1009- 

r- 

I + As of June 30, 1986. 

SOURCE: U.S. Department of Housing and Urban Development, Office of Program 
Analysis and Evaluatiori, CDBG State Performance and Evaluation Report Data 
Base. 
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needs each has received two or three percent of funds per year. The partial 
data from FY 1986 reflect a continuation of this pattern, which is summarized 
in Table 2-12. 

TEE EUD-ADKtNISTERED SHALL C I T I E S  PROGRAM 

SELECTION PROCESS 

By FY 1986, only Hawaii, Maryland, and New York had chosen not to administer 
the CDBG program themselves. In these three States, the program was 
administered by HUD field offices in Honolulu, Baltimore, New York City, and 
Buffalo, respectively, which distributed the CDBG allocations for those States 
using a competitive application process. 

During FY 1986, these four HUD offices received applications from 305 small 
communities. Applications that met the basic threshold requirements were 
rated using the four criteria shown below and then ranked against other 
applications received in that field office, 

1 

TABLE 2-13 

SELECTION FACTORS FOR APPLICANTS IN THE 
WD-ADMINISTERED SM4U C I T I E S  PROGRAM, F'Y 1986 

Factor Points 
Need : 
Number of persons in poverty (1980) 75 
Percent of persons in poverty (1980) 75 

Program impact 400 
Outstanding performance: 
Fair Housing 40 
Local equal opportunity efforts 
Total 

25 
61 5 
- 

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Block Grant Assistance. 

FUNDING AND AWARDS 

HUD funded 127, or 40 percent, of the applications received by field offices 
in FY 1986. (See Table 2-14.) The largest proportion of both grants (35 
percent) and grant funds (38 percent) went to communities that submitted 
applications for housing rehabilitation activities. The remainder of the 
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needs each has received two or three percent of funds per year. The partial 
data from FY 1986 reflect a continuation of this pattern, which is summarized 
in Table 2-12. 

SELECTION PROCESS 

By FY 1986, only Hawaii, Maryland, and New York had chosen not to .administer 
the CDBG program themselves. In these three States, the program was 
administered by HUD field offices in Honolulu, Baltimore, New York City, and 
Buffalo, respectively, which distributed the CDBG allocations for those States 
using a competitive application process. 

During FY 1986, these four HUD offices received applications from 305 small 
communities. Applications that met the basic threshold requirements were 
rated using the four criteria shown below and then ranked against other 
applications received in that field office. 

TABLE 2-13 

SELECTION FACTORS FOR APPLICANTS IN THE 
BOD-ADMIHISTEEED SNU CITIES PROGRAM, Fp 1986 

Factor Points 
Need : 
Number of persons in poverty (1980) 75 
Percent of persons in poverty (1980) 75 

Program impact 400 
Outstanding performance: 
Fair Housing 40 

25 Local equal opportunity efforts 
Total 61 5 

- 

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Block Grant Assistance. 

FUNDING AND AWARDS 

HUD funded 127, or 40 percent, of the applications received by field offices 
in FY 1986. (See Table 2-14.) The largest proportion of both grants (35 
percent) and grant funds (38 percent) went to communities that submitted 
applications for housing rehabilitation activities. The remainder of the 



grants were awarded in roughly equal numbers to communities requesting funds 
for economic development projects, public works improvements, and more 
comprehensive projects. The awards for comprehensive projects, however, 
because of their much larger average size--$520,000 as opposed to the less 
than $275,000 for the other types of projects--accounted for a substantial 
share of the CDBG monies awarded in FY 1986. 

TABLE 2-14 

EQD-AIMIUISTEEED SM4U CITIES PROGRBM 

AHAEDED BY PROGRAM ACTIVITY FUNDED, E'Y 1986 
APPLICATIONS RECEIVED, AND TS[TPIBEEI, PEBCE", AND AMOUNT OF GRANTS 

Applications Total Grants 
Program Activity Number Pct. Number Pct. Amount Pct. 
Housing 119 BT 45 359775-38-9 
Economic Development 79 26 30 24 7 16 
Public Works 66 22 27 21 7 16 
Comprehensive 
Total 

30 - 25 - - '3 - 
305 100% 127 100% $43 100% 

20 13 - 41 - 

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Block Grant Assistance. 

Table 2-15 offers HUD-administered Small Cities program data along two 
dimensions. One dimension is funding amount by community size. Here, the 
table indicates that nearly 60 percent of the Fy 1986 funding in the HUD- 
administered program went to communities of less than 10,000, with much 
smaller amounts to communities with populations of 10,000 to 50,000 and to 
non-urban counties. 

The other dimension is program activity. In general, the two categories of 
communities with populations less than 10,000 tended to receive funding for 
economic development activities with,public works and comprehensive activities 
having smaller and similar amounts. Those non-urban counties that were funded 
supported proportionately more housing and comprehensive activities and less 
public works and economic development. The larger small cities tended to 
receive more money based on comprehensive activities, perhaps reflecting size, 
program complexity, and expertise. 

n 
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Program Activity 

public b r k s  

2-15 

Ecasclnic C e V e l O ~ t  5,901 45 5,486 40 2,025 20 2,584 31 
-ing 949 7 196% 13 1,600 16 2,619 31 
capehemive 3,476 27 3,130 23 6,303 62 2 , 571 31 

TOW $13,084 13,604 10056 10,103 100% $8,368 100% 

XXJFC!3 U.S. Deprhmt of b i n g  and Urban Melopmt, carmnnity Planning and Melopsnt ,  
Qcfice of Block Grant Assistance. 
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Table 2-16 
State CDBG and HUD-Administered Small Cities Programs Allocations by State, 

(Dollars in Thousands) 
FYs 1981 -1 986 

State 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana' 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Minnesota 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Puerto Rico 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Total 

State Admin.: 
Amount: 
Number: 

HUD Admin.: 
Amount: 
Number: 

I 

* HUD-administered 

FY 1981 

$28.007' 
1,283' 
5,284' 
20,433' 
23.327' 
8,585' 
8.417' 
1,449' 
21,051 
34,380' 
1,525' 
5,713' 
32,409' 
26,263' 
22,498' 
16,084' 
27,238' 
27,586' 
9,493' 
8,556' 
22,512' 
28,424' 
19,721 * 
30,303' 
23,560' 
5,595' 
10,928' 
2,031 
5,742' 
9,999' 
8,414' 
37,424' 
41,707* 
5,164' 
39,317' 
16,550, 
9,204' 
37,764' 
44,730' 
4,121' 
24,641" 
6,111. 
26,349' 
50,292' 
3,557' 
4,882' 
23,290' 
11,080' 
16,600" 
23,015' 
2,964* 

S925,582 

- 
- 

925,582 
(51) 

FY 1982 

$3 1,727 
1,315 
5,998 
22,902' 
24,708' 
9,654' 
9,978 
1,587 
23,076' 
36,676 
1,633' 
6,280 
33,713 
30,254 
24,908 
17,885 
30,639 . 
30.837 
10,090 

26,542 
30,506 
22,249* 
33,925 
26,218 
6,109 
12,101 
1,291 
5,731 
11,381 
9,329. 
39,225" 
46,374 
5,704 
44,040 
18,517 
9,894' 
42,622 
47,050 
4,443 
26,938 
7,057 
30,105 
57,619' 
4,235 
4,905' 
25,520 
11,342 
18,714 
25,058 
2,921 

$1,019,850 

762,715 

8,325' 

(37) 

257,135 
(14) 

FY 1983 

$29,792 
1,504 
6,849 
21,215 
27,142 
10,128 
10,120 
1,663 
25,982 
36,408 
1,896' 
7,102 
33,485 
29,801 
24,775 
17,484' 
29,316 
27,787 
10,524 

27,380 
31,822 
22,291 
30,349 
25,803 
6,327 
11,897 
1,520 
6,015 
11,915 
9,324 
39,315. 
43,868 
5,528 
44,927 
17,719 
11,081 
42,691 
54,796 
4,441 
25,614 
6,754 
28,531 
56,886 
4,728 ' 

5,145 
24,005 
12,179 
17,743 
24,998 
2,970 

$1,019,850 

952,840 

8,315' 

(47) 

64,010 
(4) 

/ 

FY 1984 

$28,803 
1,651 
6,301 
20,525 
30,101 
9,534 
10,386 
1,645 
26,909 
36,454 
2,544' 
7,312 
33,209 
28,935 
24,920 
16,808 
28,764 
27,041 
11,259 

27,626 
31,837 
21,689 
30,824 
24,096 
6,213 
12,049 
1,682 
6,629 
8,326 
9,724 
42,342' 
42,685 
5,341 
44,719 
15,836 
10,189 
44,359 
55,906 
4,059 
26,008 
6,921 
27,448 

5,028 
5,613 
22,346 
11,707 
17,113 
25,816 
2,985 

$1,019,940 

966,900 

8,154' 

2 61,569 

(48) 

53,040 
(3) 

FY 1985 

$29,102 
1,706 
6,425 
20,712 
27,028 
9,783 
10,481 
1,642 
27,679 
36,920 
2,598' 
7,420 
33,375 
29,125 
25,096 
16,973 
28,987 
26,823 
11,360 

27,834 
32,140 
21,806 
31,177 
24,290 
6,276 
12,142 
1,693 
6,710 
8,833 
9,407 
41,460' 
43,176 
5,407 
4331 6 
16,194 
10,282 
44,334 
56,592 
4497 
26,365 
6,975 
27,751 
62,986 
5,170 
5,666 
22,592 
10,931 
17,248 
26,065 
3,061 

$1,023,450 

971,353 

8,039' 

(48) 

52,097 
(3) 

FY 1986 

$25,372 
1,521 
5,635 
18,071 
22,168 
7,821 
9,086 
1,438 
21,232 
31,497 
2,293" 
6,487 
28,822 
25,130 
21,693 
14,210 
25,258 
23,461 
9,852 
6,996' 
24,110 
27,794 
18,254 
27,166 
21,082 
5,448 
10,492 
1,485 
5,829 
7,669 
8,254 
36,007* 
37,433 
4,690 
37,612 
14,178 
8,923 
38,358 
48,003 
3,551 
23,073 
6,037 
23,775 
53,907 
4,573 
4,915 
19,730 
9,543 
14,921 
22,548 
2,357 

$879,760 

834,464 
(48) 

45,296 
(3) 

SOURCE: US. Department of Housing and Urban Development. Community Planning and Development, Office of Program Analysis and 
Evaluation. 
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Table 2-17 
State COBG Activities Funded FYs 1982-1986 

(Dollars in Thousands) 

Activies 

Water and Sewer 
Housing Rehabilitation 
Streets 
Assistance to For-Profa Entities 
AcquisitionlDisposition 
Cther Public Facilities 
Community Centers 
Relocation 
Public Houbing Modernization 
Public Sewices 
Interim AssistancelCode Enforcement 
Administration 
P!anning 
Contingencies 

Amount 
FY 1982 N 1983 N 1984 N 1985 N 1986+ 

$i6a,319 
165,326 
73.761 
68.145 
30,140 
68,317 
16,013 
19,219 

762 
3,513 

536 
49.255 
4.464 
2.624 

$246.314 
195.729 
114,818 
107,353 
40.833 
54.554 
20.568 
21,484 
1.644 
2,526 
9.642 

66,431 
11,403 
10.648 

5290,140 
163.481 
85,870 

161,495 
32,759 
42.202 
24.871 
14,501 
3,C05 
5,535 

354 
61,692 
5.380 
7.393 

5253,483 
160,083 
82.008 

146.852 
28.61 1 
48,017 
32,276 
12.587 
6.032 
4,798 

393 
61.788 
5.821 
3.81 5 

574,279 
66.708 
18,312 
28,852 

7,860 
11.328 
8,793 

1,521 
984 

87 
15.339 
1,573 

428 

3.586 

w 
Total 5670,394 $903.948 5898.678 $846.564 $239.620 

+ As of June 30, 1986 

SOURCE: U.S. Department of Housing and Urban Develcpment, Office of Program Analysis and Evaluation. CDBG 
State Performance and Evaluation Data Base. 

Table 2-18 
State CDBG Funding by Purpose of Grant 

(Dollars in Thousands) 
FYs 1982-1986 

Funds 
PI 1982 FY 1983 N 1984 Fy 1985 N 1986+ Pumose 

Public Facilities S295.847 $4 1 3,738 sJ32.556 s a 2 0 , m  5119,702 

(Cther) (81,549) (87,979) (75,776) (95,040) (26.725) 
(Administration) (14,824) (22.922) (27,024) (26,326) (5.204) 

I 

(Street. Water, Sewers) (1 99.474) (302,837) (329.756) (299,227) (87,773) 

Housing 
(Rehabilitation) 
(Cther) 
(Adminiszation) 

Econcmic Ceveloprnent 
(Assistance to For-Profits) 
(Cther) 
(Administration) 

Planning 
Public Service 
No Information 
Total 

+ As of June 30, 1986 

241,923 
(158.929) 
(58.471) 
(24.523) 

118.241 
(62,107) 
(50.947) 
(5,187) 

8.772 
7,044 
2.836 

S674,663 

290,379 
(187,490) 
(74,297) 
(28.592) 

176,871 
(104,732) 
(61,425) 
(1 0.71 4) 

14.040 
7,599 
6.508 

5909,045 

218.418 
(153.823) 
(37.842) 
(23.753) 

236.245 
(1 59,707) 
(68.124) 
(8,414) 

7,390 
7.275 

352 
3902,236 

2045 14 
(1 54,709) 
(31.316) 
(1 8,489) 

202.292 
(144,757) 
(48.037) 
(9,498) 

13,260 
6.621 

180 
5847,640 

81,138 
(64,i sa) 
(9,988) 
(6.982) 

41,297 
(27,313) 
(12,399) 
(1,585) 

2.852 
2,646 

22 
5247,656 

SOURCE: U.S. Department of Housing and Urban Development, Office of Program Analysis and Evaluation, CDBG 
State Performance and Eraluation Data Base. 
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Table 2-19 
Estimated Planned Expenditures By ,mall 

FYs 1979-1 981 
(Dollars in Millions) 

Public Facilities and Improvements 
(percent) 

Street Improvements 
Parks, Recreation, etc. 
Water and Sewer 
Flood and Drainage 
Neighborhood Facilities 
Solid Waste Facilities 
Parking Facilities 
Fire Protection Facilities 
Removal of Arch. Barriers 
Senior Centers 
Centers for the Handicapped 
Other Public Works and Fac. 
Housing Related Activities 

(percent) 
Rehab. of Private Property 
Rehab. of Pub. Resi. Structures 
Rehab. of Publ. Housing Mod. 
Code Enforcement 
Historic Preservation 
Acquisition and Clearance Related 

(percent) 
Acquisition of Real Property 
Clearance 
Relocation 
Disposition 
Public Services 

(percent) 
Economic Development 

(percent) 
Local Development Corporation 
Public Fac and lmpr for ED 
Corn and Ind Fac for ED 
Acquisition for ED 
Cornoletion of Cateaorical Proa. 

(percent) 
Contingencies and Local Options 

(percent) 
Administration and Planning 

(percent) 
Administration 
Planning 
Total Resources 
Net Grant Amount 
Other Program Resources + 

N/A = Not Available 

FY 1978 

$224.8 

80.6 
9.3 
85.4 
16.3 
8.4 
1.2 
1.2 
4.1 
1 .o 
3.9 
3.9 
9.5 

$1 44.3 
(28.2) 
132.6 
5.3 
3.1 
2.7 
.6 

$80.0 
(15.7) 
45.8 
6.7 
27.3 
.2 

$2.0 
(0.3) 
$9.8 
(1 -8) 
2.2 
2.2 
3.3 
2.1 

(44.1) 

- 

- 

- 

* 

$37.4 
(7.4) 
31.5 
5.9 

$509.6 
508.3 
1.3 

ities Grantees, 

FY 1979 

$331.3 
(45.0) 
1 17.5 
12.0 
138.2 
18.7 
10.0 
2.1 
1.7 
4.6 
2.1 
6.6 
5.2 
12.6 

$221.1 
(30.1) 
205.9 
9.3 
1.6 
3.7 

.6 

$99.3 
(13.4) 
52.6 
9.7 
36.4 
.6 

$2.2 
(0.3) 

$10.3 
(1 -3) 
2.5 
3.1 
3.1 
1.6 
$. 1 

$1 5.0 

$57.0 

50.0 
7.0 

$736.3 
734.4 
1.9 

- 

(7- 
(2.0) 

(74 

- 
- 

FY 1980 

$388.1 
(42.3) 
139.1 
13.5 
161.8 
23.8 
11.9 
2.9 
2.6 
5.0 
1.4 
6.2 
6.2 
13.7 

$301.1 
(32.8) 
282.2 
11.8 
2.2 
4.3 
.6 

$1 19.1 
(1 3.0) 
59.6 
11.0 
47.6 
.9 

$2.8 
(0.3) 

(1 4 
$1 5.6 

4.2 
4.4 
5.6 
1.4 
$.9 
(0.1) 

$1 7.5 
(1 -9) 

$75.1 
(8.2) 
69.1 
6.0 

$920.2 
914.4 
5.8 

- 

FY 1981 

$352.3 
(40.5) 
118.7 
16.0 
150.4 
19.8 
12.0 
1.7 
2.6 
3.5 
2.1 
6.3 
3.8 
15.4 

$298.5 

284.3 
7.5 
1.8 
4.0 
.9 

$1 01.2 
(1 1.7) 
50.9 
8.7 
41.1 

.5 

(34.5) 

$2.2 
(0.3) 

$22.0 
(2.6) 
6.8 
5.5 
7.5 
2.2 
$1 .o 
(0.1) 

$1 7.1 
(2.0) 

$73.2 
(8.4) 
66.3 
6.9 

$867.5 
850.7 
6.8 

- 

- 

, -  

+ Includes program income. surplus urban renewal funds. loan proceed, and funds reprogrammed from prior years' grants. 
* Less than $50,000 - Less than .05 percent 

SOURCE: U.S. Department of Housing and Urban Development, Community Planning and Development, Office of Management, Data Systems and 
Statistics Division. 
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Table 2-20 
Estfmated Planned Expenditures In the HUD-Administered Small Cities Program 

(Dollars in Millions) 
FYs1975-1978 

Public Facilities and Improvements 

Public Works, Facilities and Site Improvements 
Payments for Loss of Rental Income 

Rehabilitation 
(percent) 

Rehabilitation Loans and Grants 
Code Enforcement 

(percent) 

Acquisition/Clearance 
(percent) 

Acquisition 
Clearance, Demolition and Rehabilitation 
Disposition 
Relocation Payments and Assistance 

Public Services 

Provision of Public Services 
Special Projects for the Elderly and Handicapped 

Completion of Catecorical Programs 

Completion of Urban Renewal Projects 
Continuation of Model Cities Activities 
Payment of Non-Federal Share 

(percent) 

(percent) 

Contingencies and Local Options 

Admin. and Planning 

Administration 
PlanningiManagement 

Total Resources 
Net Grant Amount 
Other Program Resources + 

(percent) 

(percent) 

FY 1975 

$1 71.3 
(65.2) 
171.3 * 
S B  

(9.5) 
22.2 
2.6 

$37.8 
(1 4.3) 
24.5 
8.7 
.1 

4.5 

- 

1.3- 
1.4 

57.5 
(2.9) 
4.9 

- 
* 
2.6 

$12.6 

7.5 
5.1 

- 
(4.8) 

$262.7 
259.7 

3.0 

FY 1976 

S208.3 
(61.2) 
208.3 * 
s44.7 
(13.1) 
42.0 
2.7 

$50.6 
(1 4.8) 
28.4 
12.1 

.1 
10.0 

- 

.9 
1.1 

s7.9 
(2.3) 
6.3 
.1 

1.5 

$7.9 
(2.3) 

(5.7) 

- 

- 
S19.2 

13.9 
5.3 

- S340.6 
338.7 

1.9 

- 

FY 1977 

$207.0 
(47.8) 
207.0 

* 
$1 05.3 

(24.3) 
102.2 

3.1 

s73.9 
(1 7.0) 
34.8 
24.7 

.1 
14.3 

- 

% 
.9 

1.3 

s4.3 
(1.0) 
3.5 
P 
.8 

$8.8 
(2.0) 

(7.2) 
$31.2 

25.5 
5.7 

$432.7 
429.6 

3.1 

- 

+ Includes program income. surplus urban renewal funds, loan proceeds and. funds reprogrammed from prior years' grants. 

* Less than 550.000 

SOURCE U.S. Department of Housing and Urban Development. Community Planning and Development. Office of Management, Data Systems and 
Statistics Division. 





CHAPTER 3 

THE URBAN DEXELOPMENT ACTION GRANT PROGRAM 

INTRODUCTION 

This chapter  r e p o r t s  on Urban Development A t i o n  Grant (UDAG) program 
a c t i v i t i e s  through t h e  end of Fiscal Year 1986.' The bas ic  purposes of t h e  
UDAG program are t o  s t imula te  employment and t o  genera te  t a x  and o t h e r  
revenues i n  d i s t r e s s e d  communities by providing grants t o  be used t o  leverage 
p r i v a t e  investment i n  economic development p ro jec t s .  Grants are made t o  u n i t s  
of genera l  l o c a l  government which, i n  most cases, use t h e  funds t o  make loans 
t o  p r i v a t e  s e c t o r  commercial or r e s i d e n t i a l  real estate developers or t o  
i n d u s t r i a l  companies. 

PROGRAM DESCRIPTION 

Action Grant funds are awarded on a competitive bas i s .  Communities are 
e l i g i b l e  t o  apply t o  HUD fo r  funding i f  they meet distress c r i t e r i a  
e s t a b l i s h e d  by HUD, and also have demonstrated resul ts  i n  providing housing 
for  persons of low- and moderate-income and i n  providing equal  opportunity i n  
housing and employment f o r  low- and moderate-income persons and minor i t i e s .  

By s ta tu te ,  not  less than 25 percent  of the  funds appropriated f o r  the  UDAG 
program must be made a v a i l a b l e  f o r  small c i t i e s  of less than 50,000 
population. Small c i t ies  compete separa te ly  from large c i t i es  and urban 
count ies  f o r  t h i s  por t ion  of program funds. 

To o b t a i n  a UDAG award for a proposed p ro jec t ,  an  e l i g i b l e  community must 
ob ta in  firm f i n a n c i a l  commitments from pr iva te  s e c t o r  p a r t i c i p a n t s .  The 
p r i v a t e  investment must be a t  least  two and one-half times t h e  amount of t h e  
Action Grant. It must be demonstrated that  'Ibut fort1 t h e  in fus ion  of UDAG 
funds the  p ro jec t  could not  be undertaken, and t h a t  t h e  UDAG amount is "the 
least  amount required." 

Major f a c t o r s  i n  p r o j e c t  s e l e c t i o n  are the  comparative degree of economic 
impaction and d i s t r e s s  of t h e  applying j u r i s d i c t i o n ;  the ra t io  of p r i v a t e  
investment leveraged; UDAG d o l l a r s  p e r  new permanent job;  the number of new 
permanent jobs  t o  be created, p a r t i c u l a r l y  for persons of low- and moderate- 
incomes; and t h e  amount of l o c a l  government t a x  revenues t o  be generated. A 
p r o j e c t  s e l e c t i o n  formula was established i n  e a r l y  FY 1984 t o  respond t o  t h e  
condi t ion  i n  which t h e r e  were more fundable p r o j e c t s  than money a v a i l a b l e  t o  
fund them. (See Exhibit  3-1 f o r  a desc r ip t ion  of t h e  p r o j e c t  s e l e c t i o n  
formula. ) 

Once a p r o j e c t  i s  s e l e c t e d  f w  a n  Action Grant award, f i n a l  agreements are 
signed by t he  p r i v a t e ,  local government, and HUD p a r t i c i p a n t s  and p ro jec t  
development commences. Two document s--a grant  agreement, which is a con t rac t  
between t h e  l o c a l i t y  and HUD s t a t i n g  f i n a l  terms and condi t ions  of t h e  



a c t i v i t i e s  t o  be undertaken, and the l e g a l l y  binding commitments which 
document enforceable commitments from pro jec t  part icipants- - are executed 
before a Letter of Credi t  allowing t h e  r e c i p i e n t  t o  draw down UDAG funds is  
issued t o  the  l o c a l i t y .  I n  add i t ion ,  environmental requirements must be met 
before most p r o j e c t  a c t i v i t i e s  supported by t h e  Action Grant can be 
undertaken. 

During p r o j e c t  development, continued Action Grant funding is condit ioned on 
meeting the  performance schedule spec i f i ed  i n  the  g ran t  agreement. Grantees 
submit semi-annual progress r e p o r t s  throughout t h e  development period and 
p r o j e c t s  are also monitored by HUD F ie ld  staff. P ro jec t s  are ltclosed-out" 
when a l l  a c t i v i t i e s  defined i n  t h e  g ran t  agreement are f i n i s h e d  and a l l  costs 
have been incurred.  A p ro jec t  i s  subsequently considered ltcompletedtl by HUD 
when a l l  performance requirements such as jobs and t axes  have been m e t  and 

2 Single  Audit Act Requirements are m e t .  

C W T E R  ORGANIZATION 

The first s e c t i o n ,  Recent Program Developments, d iscusses  t h e  au thor iza t ion  
and appropr ia t ion  of funds fo r  t h e  f iscal  year. The next ,  Program Operations, 
d iscusses  program p a r t i c i p a t i o n  i n  FY 1986; t h e  f i n a n c i a l  and l o c a t i o n a l  
characteristics of a l l  p r o j e c t s  funded as of t h e  end of FY 1986; project 
cons t ruc t ion  and completion s t a t u s ;  UDAG drawdowns and p r i v a t e  expenditures. 
The t h i r d ,  Program Benef i t s ,  i d e n t i f i e s  planned and a c t u a l  program b e n e f i t s  i n  
the  provision of jobs ,  t a x  revenues t o  l o c a l  j u r i s d i c t i o n s ,  and housing and 
minor i ty  benef i t s .  The f i n a l  sec t ion ,  Projects with Signed Grant Agreements, 
h i g h l i g h t s  detailed p r o j e c t  characteristics by p r o j e c t  type  i n  funded p r o j e c t s  
w i th  g r a n t  agreements t h a t  have been signed by both HUD and the grantee.  

The Appendix inc ludes  a desc r ip t ion  of each of t h e  p r o j e c t s  for which 
prel iminary a p p l i c a t i o n  approval was announced i n  FY 1986. 

RECENT PROGRAM DEVELOPMENTS 

FISCAL YEAR AUTHORIZATION AND APPROPRIATION 

The Housing and Urban-Rural Recovery Act of 1983 authorized $440 mi l l ion  fo r  
t h e  UDAG program for  FY 1986. The 1986 Appropriations Act provided $330 
mi l l ion ,  and the  Gram-Rudman-Hollings Act reduct ions  lowered t h e  amount t o  
$315.8 mi l l ion .  

Congress d id  n o t  uphold the  Administrat ion 's  proposed r e s c i s s i o n  of FY 1986 
UDAG program funds,  but  t h e  r e s u l t a n t  program delay  requi red  that  t h e  number 
of small c i t y  funding rounds be reduced from t h r e e  t o  two. For adminis t ra t ive  
reasons ,  there were f o u r  funding rounds for large c i t y  p r o j e c t s  announced 
during FY 1986. 

No new l e g i s l a t i o n  a f f e c t i n g  t h e  UDAG program was passed during FY 1986 nor  
were there any s i g n i f i c a n t  changes i n  program regu la t ions  or admin i s t r a t ive  
procedures. 
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PROGRAM OPERATIONS 

PARTICIPATION I N  TBE PROGRAM DURING FY 1986 

The Department announced prel iminary app l i ca t ion  approval of 287 app l i ca t ions  
fo r  $442 m i l l i o n  i n  UDAG funds during FY 1986. Seven of these  p r o j e c t s  
subsequently were terminated during the  f i s c a l  year  f o r  var ious  reasons,  but 
pr imar i ly  because t h e  f inancing arrangements f e l l  through. The remaining 280 
funded p r o j e c t s  are located  i n  185 j u r i s d i c t i o n s  and involve $437 mi l l ion  i n  
Action Grant funds. These funds included appropriated funds f o r  FY 1986; 
unannounced, unobligated funds c a r r i e d  over from FY 1985 appropr ia t ions ;  and 
funds recaptured from p r o j e c t s  terminated during FY 1986. 

CHARACTERISTICS OF E"DED PROJECTS 

UDAG Funds Obligated. Through t h e  end of FY 1986, a t o t a l  of 3,156 p r o j e c t s  
have received prel iminary a p p l i c a t i o n  approval. The Department o b l i g a t e s  
appropriated UDAG program funds f o r  individual  p r o j e c t s  when HUD s igns  t h e  
g ran t  agreement. The Department has signed grant  agreements f o r  3,150 UDAG 
p r o j e c t s ,  ob l iga t ing  funds i n  t h e  amount of $4,606,187,000. This amount does 
no t  reflect  any deobl iga t ions  f o r  p r o j e c t s  subsequently terminated. For FY 
1986, budget documents i n d i c a t e  t h a t  ob l iga t ions  of $365.4 mi l l ion  were 
incurred  f o r  285 p r o j e c t s  (some of which were announced i n  previous f i sca l  
years  ) . 
Financial Characteristics of Funded Projects. lfFundedlt p r o j e c t s  are those 
t h a t  have received an announcement of preliminary a p p l i c a t i o n  approval,  have 
no t  been terminated, and i t h e r  are approved but no t  y e t  s tar ted,  underway, 
c losed o u t ,  or completed.' Of t h e  3,156 p r o j e c t s  announced over  t h e  l i f e  of 
t h e  UDAG program, 492 p r o j e c t s  subsequently were terminated. The balance of 
2,764 funded p r o j e c t s  are loca ted  i n  1,151 communities and represent  a planned 
tota l  publ ic  and p r i v a t e  investment of $32.7 b i l l i o n .  (See Table 3-1.) 

Action Grant funds of $4.2 b i l l i o n  leveraged p r i v a t e  investment of $26.1 
b i l l i o n  and t h e  balance of $2.4 b i l l i o n  was provided by o t h e r  Federal g r a n t s  
and S t a t e  and l o c a l  government grants .  Note: A more d e t a i l e d  breakdown of 
funding sources f o r  p r o j e c t s  with g ran t  agreements signed by both p a r t i e s  is 
provided i n  t h e  f i n a l  s e c t i o n  of t h i s  chapter  i n  Table 3-10. For bas ic  
information on t h e  f i n a n c i a l  c h a r a c t e r i s t i c s  and planned b e n e f i t s  f funded 
p r o j e c t s ,  by f iscal  year ,  see Exhibit  3-2 a t  t h e  end of t h i s  chapter .  '4 
During FY 1986, t h e r e  were 280 p r o j e c t s  funded involving $437 mi l l ion  i n  UDAG 
funds t h a t  leveraged about $3.5 b i l l i o n  i n  p r i v a t e  investment and an 
a d d i t i o n a l  $30 m i l l i o n  i n  Federal  g r a n t s  and $418 mi l l ion  i n  g r a n t s  from S t a t e  
and local governments. 

I n  FY 1986, t h e  UDAG share  of to ta l  p ro jec t  costs was t e n  percent ,  compared t o  
13 percent  fo r  a l l  funded p ro jec t s .  The d i f fe rence  was accounted f o r  by an  
Inc rease  i n  S t a t e  and local government grants .  This r e f l e c t s  p ro jec t  
underwrit ing p r a c t i c e s  i n  which increas ingly  scarce UDAG d o l l a r s  are made t o  
leverage  a d d i t i o n a l  o t h e r  publ ic  and p r i v a t e  investment t o  ensure p ro jec t  
v i a b i l i t y .  
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TABm 3-1 

NUMBER OF PROJECTS AND SOURCES OF FUNDS 
FP 1986 AND CUMULATIVELY 

(Dollars i n  k!illions) 

FY Program 
Category 1986 Percent Tota ls  Percent 
Number of Funded Projects 280 '.2,764 

Action Grant Funds $ 437 10% $ 4,249 13% 
Pr iva te  Commitment 3,486 79 26,059 80 
Other Federal Grants  69 2 571 2 

5 
100% 

S t a t e  and Local Grants 418 9 
Total P ro jec t  Expenditures $4,411 100% 

- - 

SOURCE: U. S .  Department of Housing and Urban Development, Community Planning 
and Development, Off ice  of Management, Action Grant Information System. 

1 

The increased competition for awards r e s u l t i n g  from t h e  use of t h e  s e l e c t i o n  
formula, i n  which t h e  ra t io  of p r i v a t e  investment t o  t h e  UDAG d o l l a r s  can 
rece ive  up to 10 po in t s ,  expla ins  why t h e  ra t io  for FY 1986 was 8:l. This 
r a t i o  was about t h e  same as for  FY 1985, but  2.3 po in t s  higher than t h e  
average r a t i o  fo r  t h e  period FY 1978 t o  FY 1984. As a consequence, t h e  
average Action Grant dollar p e r  p r o j e c t  for  FY 1986 was $1.56 mil l ion ,  almost 
t h e  same as t h e  average of $1.53 m i l l i o n  f o r  a l l  funded p ro jec t s .  However, 
t h e  average t o t a l  p r o j e c t  cost of $15.8 mil l ion  for FY 1986 was higher  than 
t h e  $11.8 m i l l i o n  average f o r  t h e  l i f e  of t h e  program. This increase ,  i n  
p a r t ,  r e f l e c t s  the  higher costs of const ruct ion  and a changing mix of p ro jec t  
types. 

Distribution of Wojects and A c t i o n  G r a n t  Dollars by C i t y  Type. The proposed 
FY 1986 budget r e s c i s s i o n s  r e s u l t e d  i n  de lays  t h a t  reduced t h e  number of small 
c i t y  funding rounds from t h r e e  t o  two. I n  add i t ion ,  f o r  admin i s t r a t ive  
reasons,  t he  r e s u l t s  of f o u r  l a r g e  c i t y  rounds were announced i n  FY 1986 
i n s t e a d  of t h e  usual  three. A s  a consequence, 64 percent  of t h e  to ta l  
p r o j e c t s  funded i n  FY 1986 were located i n  large c i t ies  and urban counties.  
H i s t o r i c a l l y ,  only  56 percent  of t h e  p r o j e c t s  are accounted for by l a r g e  
c i t i e s  and urban counties.  (See Figure 3-1.) The por t ion  of UDAG dollars 
awarded t o  l a r g e  c i t i es  was 76 percent  i n  1986, only  s l i g h t l y  higher than t h e  
program average of 75 percent.  In  d o l l a r  amounts, $331 m i l l i o n  i n  UDAG funds 
were made a v a i l a b l e  t o  93 l a r g e  c i t ies  i n  FY 1986 and $3.2 b i l l i o n  s ince  t h e  
program began has been awarded t o  323 such j u r i s d i c t i o n s .  
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Figure 3-1 
Distribution of Funded Projects and UDAG Dollars by City Type 

FY  1986 and Cumulatively 
(Dollars In Millions) 
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Large Cities 

r_l Small Cities 

Source: U.S. Department of Housing and Urban Development, Community Planning and Development. Office of 
Management, Action Grant Information System. 

I n  M 1986, t h e r e  were 100 Action Grants i n  t h e  amount of $106 mi l l ion  awarded 
t o  92 small ci t ies.  Since t h e  beginning of t h e  program, 828 small cities have 
received more than $1.0 b i l l i o n  from 1,223 p ro jec t s .  

Pockets of Poverty Projects. The s ta tu te  c r e a t i n g  t h e  UDAG program was 
amended during 1979 t o  add a "Pockets of Poverty" provis ion  whereby non- 
d i s t r e s s e d  communities t h a t  conta n areas or pockets, with severe  d i s t r e s s  a r e  
allowed t o  apply f o r  UDAG funds.' Pockets of Poverty p r o j e c t s  can be of any 
n a t u r e ,  but must pr imar i ly  emphasize b e n e f i t s  t o  low- and moderate-income 
r e s i d e n t s  of t h e  pocket,  and a 20 percent match of t h e  Action Grant amount 
must be provided by t h e  local government. The amendment provided t h a t  up t o  
20 percent  of t h e  Action Grant funds appropriated i n  a given f iscal  year can 
be used for Pockets of Poverty p ro jec t s .  HUD funded  n ine  Pockets of Poverty 
p r o j e c t s  i n  FY 1986, i n  t h e  amount of $23 mil l ion.  Since t h e  1979 amendment, 
52 such p r o j e c t s  have been awarded involving $87 mi l l ion  i n  UDAG funds. 



Distribution of Rojects and Action Grant Dollars by ProJect lppe . W A G  
projects are c l a s s i f i e d  under one of t h r e e  types: commercial, i n d u s t r i a l ,  o r  - -  
neighborhood. 
use  a c t i v i t i e s  
as commercial 

Commercial pro3ects  support  re tai l ,  hotel, office, and mixed- 
In  M 1986, 50 percent of t h e  funded p r o j e c t s  were c l a s s i f i e d  

compared t o  41 percent  of t h e  cumulative share. The $272 
m i l l i o n  made a v a i l a b l e  during t h e  f i sca l  year  f o r  commercial p r o j e c t s  
c o n s t i t u t e d  62 percent  of a l l  UDAG d o l l a r s  committed; f o r  a l l  p r o j e c t s ,  i t  is 
54 percent .  (See Figure 3-2.) 

. 

For M 1986, i n d u s t r i a l  p r o j e c t s  accounted fo r  27 percent of a l l  p r o j e c t s  
funded and 19 percent  of t h e  UDAG d o l l a r s ,  while t h e  program averages are 33 
percent  and 25 percent respect ive ly .  Neighborhood p r o j e c t s ,  l a r g e l y  
c o n s i s t i n g  of a c t i v i t i e s  r e l a t i n g  t o  housing, comprised t h e  balance of FY 1986 
p r o j e c t s  (23%) and UDAG d o l l a r s  (19%). H i s t o r i c a l l y ,  26 percent of a l l  UDAG 
p r o j e c t s  are classified as neighborhood p r o j e c t s  and they have received 21 
percent  of to ta l  program funds. 

Figure 8 2  
Mstributlon of Funded Projects a d  UDAG Dollars by Project Type 

FY 1W6 r d  Cumulrtively 
@olhrr In Ylllions) 

Number 01 Projens UDAG Dollars 

M 1966 All M 1986 All 
N I 280 N - 2,764 $437 $4.249 
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Source U.S Department of Housing and Urban Development. Community Planning and Development. Once 01 
Management. Action Grant Informalion System. 

Of  t h e  W A G  funds received by l a r g e  c i t i es  over t h e  l i f e  of t h e  program, 
commercial p r o j e c t s  account f o r  t h e  l a r g e s t  share ,  61 percent ,  compared t o  23 
percent  f o r  neighborhood p r o j e c t s ,  and 16 percent f o r  i n d u s t r i a l  p ro jec t s .  In 
c o n t r a s t ,  i n  small  c i t i e s ,  51 percent  of t h e  UDAG funds involved i n d u s t r i a l  
p r o j e c t s ,  compared t o  33 percent f o r  commercial p r o j e c t s  and 16 percent f o r  
neighborhood p ro jec t s .  

I 

Distribution of UDAG Dollars by Degree of Impaction. The UDAG author iz ing  
l e g i s l a t i o n  r e q u i r e s  HUD t o  use impaction--the comparative degree of economic 
d i s t r e s s  among applicants- -as its primary c r i t e r i o n  i n  t h e  s e l e c t i o n  of 
a p p l i c a t i o n s  t o  be funded. Impaction is measured by t h e  degree of population 
growth l ag /dec l ine ,  t h e  ex ten t  of poverty, and t h e  percentage of pre-1940 
housing. I n  t h e  s e l e c t i o n  formula introduced i n  l a t e  1983, impaction accounts 
f o r  40 of t h e  formula's poss ib le  100 points .  
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For large c i t ies  i n  FY 1986, 78 percent of a11 UDAG do l l a r s  was awarded t o  
communities within t he  one-third most impacted of a l l  e l i g i b l e  communities 
compared t o  93 percent in t he  previous f iscal year. This reflects the  impact 
of t he  se lec t ion  formula, as the  average for the one-third most impacted 
cities from FY 1978 t o  FY 1984 was 59 percent. Fourteen percent of UDAG funds 
were received by communities i n  the  one-third moderately impacted group i n  
M 1986, compared t o  26 percent through E'Y 1984. E i g h t  percent of la rge  c i t y  
funds were awarded t o  those among the  one-third least impacted in FY 1986, 
compared t o  15 percent through FY 1984. (See Figure 3-3.1 These calculations 
exclude Pockets of Poverty projects ,  awards t o  Indian Tribes, and projects  i n  
communities t h a t  had become ine l i g ib l e  due t o  changes in their  d i s t r e s s  
ra t ing ,  but had a several-month extension past  t he  expira t ion da te  i n  which t o  
submit applications.  In  both FY 1985 and 1986, between f i v e  and six percent 
of l a rge  c i t y  p ro jec t s  f e l l  i n t o  t h i s  last category. 

Figure 3-3 
Distribution of UDAG Dollars Among Eligible Large Cities 

by Degree of Impaction by Fiscal Year 

93 

78 n 
Fiscal Year I 

OneThird One-Third One-Third 
Most Moderately Least 

Impacted Impacted Impacted 

I FY 1986 

0 FY 1985 

I a FY 1978-1984 

~~ 

Source: U.S. Department of Housing and Urban Development, Community Planning and Development, Office of 
Management, Action Grant Information System. 
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I n  M 1986, one-half of t h e  UDAG d o l l a r s  i n  small c i t ies  were awarded t o  
c i t ies  among the  one- third most impacted. This  was lower than t h e  previous 
f i s ca l  year  (57%),  but  higher than t h e  percentage through FY 1984 (38%). This 
a n a l y s i s  excludes the same p r o j e c t  ca tegor ies  as was t h e  case f o r  large 
cit ies.  

Figure 3-4 
Distribution of UDAG Dollars Among Eligible Small Cities 

by Degree of Impaction by Fiscal Year 

- 
5 
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Source: U.S. Department of Housing and Urban Development, Community Planning and Development, Office of 
Management, Action Grant Information System. 

The affect of t h e  use of t h e  s e l e c t i o n  formula has been t o  inc rease  the  share 
of Action Grant d o l l a r s  awarded t o  c i t i e s  wi th  higher degrees of impaction, 
both large and small. However, over the l i f e  of the  UDAG program, high 
impaction l a r g e  c i t ies  have always made g r e a t e r  use  of i t ,  as measured by both 
the  proport ion of a p p l i c a t i o n s  submitted and awards made. I n  c o n t r a s t ,  
a p p l i c a t i o n s  from and awards made t o  small ci t ies have always been more widely 
d i s t r i b u t e d  as measured by t h e i r  degree of impaction. 

PROJECT PROGRESS AUD WEHDITURE RATES 

This  s e c t i o n  provides information on t h e  cons t ruct ion  and completion s t a t u s  of 
funded p r o j e c t s  as of t h e  end of FY 1986, as w e l l  as t h e  amount and rate of 
UDAG drawdowns and p r i v a t e  expenditures.  

Construction and Coarpletion Status. As of September, 1986, 81 percent of a l l  
funded UDAG p r o j e c t s  were e i the r  completed, closed ou t ,  o r  underway. (See 
Figure 3-5.) This  was an inc rease  from t h e  end of t h e  previous f i s c a l  year 
when 77 percent  of a l l  p r o j e c t s  were i n  t h i s  s t a t u s ,  r e f l e c t i n g  t he  aging of 
t h e  program. There were 624 projects (23%) tha t  had been issued C e r t i f i c a t e s  
of Completion and 685 p r o j e c t s  (25%) t h a t  had been closed o u t ,  bu t  had not  y e t  
been i s sued  such Certificates. Together, completed and c losed out  p r o j e c t s  
c o n s t i t u t e d  48 percent of a l l  funded p ro jec t s ,  up from 38 percent  as of t h e  
end of FY 1985. Th i s  r e f l e c t s  t he  aging of t h e  program and the  lower number 
of awards i n  recent  years. 

1 
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Eighteen percent  of funded p r o j e c t s  (532) had n o t  y e t  been started, and 20 
percent  of p r o j e c t s  (543) still had const ruct ion  underway. F i n a l l y ,  
cons t ruc t ion  was completed on 14 percent (380) of all p r o j e c t s  but they had 
not y e t  expended all of t h e i r  funds and thus  had no t  been c losed ou t  by HUD. 

Figure 3-5 
Construction and Completion Status of All Funded Projects 

as of the End of FY 1986 

Project 
C o m p l e t e h  4 

~ ~ 

Source: U S .  Department of Housing and Urban Development, Community Planning and Development, Office of 
Management, Action Grant Information System. 

UDAG Dravdwns. According t o  t h e  HUD Office of Finance and Accounting, UDAG 
r e c i p i e n t s  had drawn down $2,919,000,000 i n  program funds as of t h e  c lose  of 
FY 1986. This amount was 63 percent  of t h e  $4,606,187,000 i n  funds obligated.  

Private Expenditures. Over $26 b i l l i o n  i n  planned p r i v a t e  investment no t  
der ived from government g r a n t s  was projec ted  t o  be spent  f o r  UDAG p r o j e c t s  
funded through FY 1986. (See Table 3-2.) Grantees repor ted  t h a t  $21.7 
b i l l i o n  had been expended by t h e  end of FY 1986. This amount represented 83 
percent  of planned expenditures. For completed and closed out p r o j e c t s ,  more 
p r i v a t e  funds had been expended than a c t u a l l y  planned (121%). 

The p r i v a t e  expenditure rate fo r  small c i t y  and l a r g e  c i t y  p r o j e c t s  was 85 
percent  and 83 percent ,  respect ive ly .  The h ighes t  rate was i n  i n d u s t r i a l  
p r o j e c t s  (89%);  t h e  lowest, i n  neighborhood p r o j e c t s  (78%). 

1 
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TABJB 3-2 

PLANNED VERSUS ACTUAL PRIVATE INVEsrpIwT IN E'UNDED PROJECTS 

(Dollars in Mlll0r.w) 
CUMQLATIVE AS OF OF SWTBHBER 30, 1986 

Percent Actual 
P ro jec t s  
A l l  Projects 

Planned 
$26,059 

Actual 
$21,731 

Large Cities 18,957 15,673 
Small Cities 7,103 6,059 

Commercial 13,494 10,965 
I n d u s t r i a l  8,479 7,579 
Neighborhood 4,086 3,187 

Closed Out and 
Completed Projects $8,708 $10,533 

of Planned 
83% 

83 
85 

81 
89 
78 

121% 

SOURCE: U. S .  Department of Housing and Urban Development, Community Planning 
and Development, Off ice  of Management, Action Grant Information System. 

PROGRAM BENEFITS 

This p a r t  descr ibes  b r i e f l y  t h e  benef i t s ,  both planned and a c t u a l ,  derived 
from a l l  funded Action Grant projec ts .  Among t h e  b e n e f i t s  included are jobs  
c rea ted  ( inc luding those  f o r  low- and moderate-income and minori ty persons);  
revenues f o r  local governments i n  t h e  form of t axes  and paybacks from UDAG 
loans ;  housing u n i t s  b u i l t  or r e h a b i l i t a t e d ;  and minori ty c o n t r a c t s  and 
minor i ty  investment i n  p ro jec t s .  6 

P l a n n e d  W p l o y m e n t  Benefits. Projects funded i n  FY 1986 plan  fo r  t h e  c r e a t i o n  
of 54,000 new permanent jobs ,  of which 57 percent are designated f o r  low- and 
moderate-income persons and 36 percent  for minor i t ies .  I n  add i t ion ,  these  
p r o j e c t s  were expected t o  create 50,700 const ruct ion  jobs  and r e t a i n  8&00 
jobs.  (See Table 3-3.) 

Cumulatively, over 550,000 new permanent jobs  and 447,000 const ruct ion  jobs  
are planned i n  funded p ro jec t s .  F i f ty- f ive  percent  of t h e  permanent jobs  
(305,000) were est imated t o  b e n e f i t  low- and moderate-income persons and 20 
pe rcen t ,  minori ty persons (112,000). 
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TABLE 3-3 

PLANNED EMpMllMwT -ITS I N  FUNDED PROJECTS 
Flt 1986 AND CIMJL&TI[VEt.Y 

FY 1986 A l l  

%$$? Planned Benef i t s  
New Permanent Jobs 
Low/Moderate Income Jobs 30,691 
Percent Lowmoderate 57% 

Minority Jobs 
Percent Minority 

19,521 
36% 

New Permanent Jobs Pe r  Projec t  193 
UDAG Dol lars  Per New Job $ 8,090 

Retained Jobs 
Construction Jobs 

8,404 
50,703 

Pro jec t s  
50,790 

305, 093 
55% 

112,180 
20% 

199 
$ 7,715 

130,423 
447,645 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Management, Action Grant Information System. 

I n  FY 1986, the average amount of UDAG dollars per planned new permanent job  
was $8,090; t h i s  was higher than t h e  average of $7,715 f o r  a l l  projec ts .  The 
average number of new permanent jobs per p ro jec t  i n  FY 1986 was 193, s i x  less 
than the  h i s t o r i c  average of 199. 

A large major i ty  of planned new permanent jobs were related t o  commercial 
p r o j e c t s  i n  FY 1986 (79%), more than f o r  FY 1985 (6751, and s u b s t a n t i a l l y  
greater than  for t h e  period FY 1978 t o  1984 (57%). 
of jobs  associa ted  with i n d u s t r i a l  p ro jec t s  (19%) declined compared t o  the  
previous f iscal  year (31%) and t o  t h e  cumulative period through FY 1984 
(32%). The percent  of jobs generated from neighborhood ( l a r g e l y  housing) 
p r o j e c t s  dropped from an average of 11 percent from t h e  period FY 1978 t o  
FY 1984 t o  two percent  i n  both FY 1985 and FY 1986. A s  indica ted  i n  the 
previous s e c t i o n ,  the drop i n  employment from neighborhood and i n d u s t r i a l  
projects reflects the fact  that  propor t ional ly  fewer of these types of 
projects were funded i n  recent  years. 

I n  con t ras t ,  the  percent 

The decreased proport ion of neighborhood p r o j e c t s  i n  recent  years r e s u l t e d  i n  
a genera l ly  dec l in ing  average-UDAG cost-per- job created. The reason i s  tha t  
t h e  h i s t o r i c  UDAG cost-per-planned permanent job  is higher for neighborhood 
p ro jec t s  ($17,770) than f o r  commercial p ro jec t s  ($6,982) and i n d u s t r i a l  
p r o j e c t s  ($6,141). 
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I n  many cases, p r o j e c t s  have been funded t h a t  r e t a i n e d  e x i s t i n g  permanent jobs  
t h a t  would have otherwise been los t  t o  t h e  community. Over the  l i f e  of t h e  
program, 130,000 jobs  have been re ta ined ,  inc luding 8,400 i n  FY 1986. The 
r a t i o  of new permanent t o  r e t a ined  jobs i n  FY 1986 was 6.4:1, compared t o  the  
h i s t o r i c  r a t io  f o r  t h e  e n t i r e  l i f e  of t h e  program of 4.2:l. This reflects t h e  
cu r ren t  emphasis on a t t r a c t i n g  new economic development and t h a t  new permanent 
jobs c a r r y  s i g n i f i c a n t l y  more weight i n  t h e  s e l e c t i o n  formula than do re ta ined  
jobs. 

A considerable number of cons t ruct ion  jobs  were planned t o  be c rea ted  by the 
UDAG projec ts :  c l o s e  t o  450,000 over the  l i f e  of t h e  program and 50,700 f o r  
FY 1986 pro jec t s .  

TABm 3-4 

NEW PERMANENT JOBS CREBTED IN FUNDED PROJECTS 
CUM[JL,ATIVE AS OF SEPTIMBER 30, 1986 

Type of Job 
New Permanent 
Commercial P ro jec t s  
I n d u s t r i a l  Projects 
Neighborhood Pro jec t s  

Low/Mod Total 

Completed/Closed Out 
P ro jec t s  

New Permanent Jobs 
Low/Mod Income Jobs 

Percent of 
Planned Jobs 

Actual 1 y 
Planned Created Created 
550, 790 273 , 573 50% 
329,537 143,975 m 
170,531 101,189 59 
50 722 28,409 56 

305,093 164,422 54 

215,834 
125,825 

172,826 
108,172 

80 
86 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Management, Action Grant Information System. 

I 

Actual Jobs C r e a t e d .  Since many projects have not  y e t  been completed, t h e  
a c t u a l  number of permanent jobs  crea ted  by funded p r o j e c t s  through FY 1986 of 
almost 275,000 was 50 percent  of to ta l  planned employment. (See Table 3-4.) 
Of t h e  to ta l  new jobs  a c t u a l l y  crea ted ,  165,000 were f o r  low- or moderate- 
income persons, 54 percent  of t h e  number planned. The h ighes t  percentage of 
j o b  c r e a t i o n  was i n  i n d u s t r i a l  p r o j e c t s  (59$), compared t o  neighborhood 
p r o j e c t s  (56$), and commercial p r o j e c t s  (44%). 

80 



When uncompleted p r o j e c t s  are excluded from t h e  ca lcu la t ion ,  t h e  percent of 
a c t u a l  jobs  crea ted  increases s i g n i f i c a n t l y .  Eighty percent  of planned new 
permanent jobs  were a c t u a l l y  c rea ted  i n  completed or closed ou t  p r o j e c t s  and 
86 percent  of planned new jobs  f o r  low- and moderate-income persons. 

PLANNED FISCAL BENEFITS 

Planned F i s c a l  Benefits. There are two sources of f iscal  b e n e f i t s  t o  local 
governments from UDAG projects: income generated d i r e c t l y  from t h e  UDAG 
p r o j e c t s  themselves, and, i n d i r e c t l y ,  from induced development. Since 
information on spin-off development, while s i g n i f i c a n t ,  i s  n o t  covered i n  
local government per iodic  performance r e p o r t s  t o  HUD, only  d i r e c t  f iscal  
b e n e f i t s  are described here. 

Projects funded s i n c e  t h e  program was crea ted  were expected t o  produce over 
$625 m i l l i o n  annually i n  n e t  new t a x  revenues. O f  t h i s  amount, $400 mi l l ion  
was expected t o  come from property taxes ,  $200 mi l l ion  from o t h e r  taxes  , and 
about $25 mi l l ion  from payments-in-lieu-of-taxes (PILOT). H i s t o r i c a l l y ,  t a x  
abatements, of fered  as an inducement t o  development, occur i n  21 percent of 
a l l  projects, reducing t h e  n e t  amount of new t a x  benef i t s .  This i s  taken i n t o  
account i n  t h e  f i g u r e s  c i t e d  above. 

S ix ty- three  percent of t h e  t o t a l  planned new revenues from property and other 
t axes  were t o  come from commercial p ro jec t s ,  although such p r o j e c t s  
c o n s t i t u t e d  only 54 percent of to ta l  grant  a s s i s t ance .  Twenty percent were 
related t o  i n d u s t r i a l  p r o j e c t s  which accounted f o r  25 percent  of a l l  UDAG 
d o l l a r s ;  and 18 percent  from neighborhood p ro jec t s ,  which represented 21 
percent  of UDAG do l l a r s .  

TABLE 3-5 

PLANNED ANNUAL FISCAL BENEFITS FROM FUNDED PROJECTS 
Fp 1986 AND CUMULATIVELY 

(Dollars i n  Millions) 

FY 1986 
Type of Revenue Pro jec t s  A l l  P ro jec t s  

Property Tax 
Other Taxes 
PILOT 
Tota l  

$41 
31 
3 

$7T 

$4 02 
202 
24 

$6= 

Percent with Abatements 16% 21% 

SOURCE: U. S. Department of Housing and Urban Development, Community 
Planning and Development, Office of Management, Action Grant 
Information System. 
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Actual Tax Revenues Received. Information on both est imated and repor ted  
revenues i s  t h e  least r e l i a b l e  of t h e  various UDAG program benef i t s .  The most 
r e c e n t  da ta  provided by grantees  i n d i c a t e  t h a t  34 percent  of planned new 
annual revenues from a l l  funded p r o j e c t s  a c t u a l l y  have been realized by l o c a l  
governments. The largest component of both planned and a c t u a l  f iscal  b e n e f i t s  
derived from property taxes.  Over $400 m i l l i o n  i n  annual property t a x  
revenues were a n t i c i p a t e d  from a l l  funded p ro jec t s .  The a c t u a l  b e n e f i t  
repor ted  was $135 mi l l ion .  (See Table 3-6.) I n  c losed ou t  and completed 
p r o j e c t s ,  $64 mi l l ion  (42%) of to ta l  planned property t a x  revenue of $153 
m i l l i o n  is  repor ted  as being received. I n  genera l ,  property taxes  are not  
rece ived u n t i l  a Certificate of Occupancy i s  issued f o r  t h e  s t r u c t u r e  and t h e  
bui ld ing has been appraised fo r  t a x  purposes. 

There i s  a d i f f e r e n t i a l  rate of r e a l i z a t i o n  of property and o t h e r  t a x  b e n e f i t s  
among t h e  d i f f e r e n t  types of p ro jec t s .  I n d u s t r i a l  p r o j e c t s  have annual 
proper ty  and o t h e r  t a x  b e n e f i t s  t h a t  are 55 percent  of t h e  t o t a l  planned 
amount. However, commercial and neighborhood p r o j e c t s  r e a l i z e d  only  28 and 29 
percent ,  r e spec t ive ly ,  of  t h e i r  projec ted  t a x  benef i t s .  

TABLE 3-6 - 
ANNUAL TAX AND RELATED REVENUF.S PLANNED AND RECEIVED IN E"DED 

(Dollars in HlUons) 
PROJEXTS CUMULATIVE A S  OF SEPTHYBER 30, 1986 

Revenue Source 
A l l  Funded Pro-iects 

Planned Received 

Property Tax 
Other Taxes 
PILOT* 
Tota l  

$402 
202 

24 
-@m 

$1 35 
52 
21 

$209 

Completed and Closed Out Projects 
Property Tax $153 
Other Taxes 60 
PILOT* 
TO tal  

*Payments i n  l i e u  of taxes 

13 
@27 

64 
36 
4 

$104 

Percent of 
Planned Revenues 
Actually Received 

I 3 4% 
26 
88 
33% 
_. 

42% 
60 
31 
im% 

SOURCE: U. S. Department of Housing and Urban Development Community Planning 
and Development, Office of Program Analysis and Evaluation, Action Grant 
Information System. 
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Paybacks of UDAG Loans. Another f iscal  benef i t  of t h e  UDAG program is 
provided by paybacks from UDAG funds loaned t o  developers or from equ i ty  
"kickers" where t h e  c i t y  enjoys a r e t u r n  from p r o j e c t  p r o f i t a b i l i t y .  As of 
t h e  end of FY 1986, 568 local j u r i s d i c t i o n s  repor ted  rece iv ing  $232 m i l l i o n  i n  
paybacks from 947 p ro jec t s .  Communities are authorized t o  use  paybacks for  
a c t i v i t i e s  e l i g i b l e  under Tit le  I of t h e  Housing and Community Development Act 
of 1974, as amended. 

HOUSING BENEFITS 

Planned Housing Benefits. Over t h e  l i f e  of t h e  program, communities 
a n t i c i p a t e d  bui ld ing or r e h a b i l i t a t i n g  almost 107,000 housing u n i t s ,  of which 
38 percent were designated fo r  low- and moderate-income persons. F i f ty- three  
percent of t h i s  housing involved new const ruct ion  and t h e  balance, t h e  
r e h a b i l i t a t i o n  of e x i s t i n g  un i t s .  

Over t h e  years ,  t h e  mix of housing types has been changing. Through FY 1984, 
t h e  percent  serving low- and moderate-income persons averaged 40 percent ,  but 
decl ined t o  29 percent  and 32 percent f o r  FY 1985 and 1986, respect ive ly .  The 
percent  accounted fo r  by new const ruct ion  has been increas ing.  H i s t o r i c a l l y ,  
through FY 1984, it was 48 percent;  however, new cons t ruc t ion  increased t o  71 
percent  i n  FY 1985 and t o  82 percent  of a l l  housing a s s i s t e d  i n  FY 1986. 

The a d d i t i o n a l  number of u n i t s  t o  be b u i l t  and r e h a b i l i t a t e d  under t h e  
program, however, has  decl ined over t h e  years. Because p r o j e c t s  with housing 
create f e w  new permanent jobs ,  they do no t  compete as e f f e c t i v e l y  under t h e  
s e l e c t i o n  formula as do commercial and i n d u s t r i a l  p ro jec t s .  From FY 1978 t o  
FY 1983, t h e r e  was only  one year  i n  which less than 13,000 u n i t s  were planned 
t o  be b u i l t  wi th  a s s i s t a n c e  under t h e  program. I n  each of the  f iscal  years  FY 
1985 and 1986, t h e  t o t a l  number of u n i t s  planned t o  be produced was j u s t  under 
8,900. 

Housing Units Completed. Grantees reported t h a t  j u s t  under 60,000 housing 
u n i t s  were completed i n  UDAG p r o j e c t s  as of t h e  end of FY 1986, or 56 percent 
of t h e  t o t a l  number of planned un i t s .  O f  t h i s  amount, 30,000-were new u n i t s  
and 29,700 were r e h a b i l i t a t e d  u n i t s .  Over 25,000 of t h e  u n i t s  were designated 
f o r  low- and moderate-income persons, or 61 percent  of  those  planned. 

For completed and c losed o u t  p ro jec t s ,  t h e  ra t io  of a c t u a l  t o  planned u n i t s  i s  
s i g n i f i c a n t l y  higher. There were almost 14,400 new u n i t s  a c t u a l l y  b u i l t  i n  
such p r o j e c t s ,  or 83 percent  of t h e  almost 17,400 planned. J u s t  under 20,500 
u n i t s  were r e h a b i l i t a t e d  i n  completed p ro jec t s ,  or 78 percent  of the  26,160 
planned. O f  t h e  new and r e h a b l i t a t e d  u n i t s ,  almost 15,000 were f o r  low- and 
moderate-fncome persons, or 79 percent  of those o r i g i n a l l y  planned. 

BENEFITS TO MINORITIES 

A v a r i e t y  of b e n e f i t s  r e l a t e d  t o  UDAG p r o j e c t s  involve or were planned f o r  
m i n o r i t i e s  and minority-owned firms. These include jobs planned f o r  minori ty 
persons, awards made t o  minori ty con t rac to r s  and s bcontrac tors ,  and 
p a r t i c i p a t i o n  i n  p r o j e c t  ownership by minori ty individuals .  Y 
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Minority Ehployment. Sixty  percent of a l l  UDAG p r o j e c t s  have planned new 
permanent jobs  designated for  minor i t i e s .  The t o t a l  number of such jobs was 
over 121,000 and accounted fo r  20 percent  of a l l  planned new permanent jobs. 
This does not  inc lude  minori ty employment i n  r e t a i n e d  and cons t ruc t ion  jobs. 
I n  Fy 1986 p ro jec t s ,  almost 20,000 jobs  were planned f o r  minor i t i e s ,  o r  36 
percent  of a l l  new permanent jobs. 

A s  of the end of FY 1986, t h e  number of jobs  a c t u a l l y  c rea ted  f o r  minor i t i e s  
was j u s t  over 69,000, or 62 percent  of those planned. (See Table 3-7.) The 
r a t i o  of a c t u a l  t o  planned employment was higher f o r  minor i t i e s  (62%) than f o r  
t o t a l  employment (50%). I n d u s t r i a l  p r o j e c t s  had t h e  h ighes t  ra t io  of a c t u a l  
t o  planned minori ty jobs (77%). Over one-half (56%) of t h e  planned minori ty 
jobs  i n  commercial p r o j e c t s  were created.  

For closed o u t  and completed p ro jec t s ,  more minori ty jobs were c rea ted  than 
planned (147%). However, planned jobs  are understated because, during t h e  
e a r l y  years  of t h e  program, planned minori ty jobs were not  included i n  
a p p l i c a t i o n s  as a separa te  category while jobs  for minori ty persons a c t u a l l y  
c rea ted  have always been repor ted  by grantees.  

TABLE 3-7 

PLAIQNED AND ACTUAL MINORITY JOBS CUMULATIVE TO 
AS OF SEPTEMBER 30, 1986 

A l l  P ro jec t s  
Total 
Large City 

Planned Actual Percent -- 
112,180 69,168 - 62% 
85,953 519033 59 

Small C i ty  26,227 18,135 69 

I n d u s t r i a l  
Commercial 
Neighborhood 

CompletedKlosed 
Out P r o j e c t s  

28,192 21,848 77 
72,592 21,848 53 
11,396 8,692 76 

27,686 40,751 147% 

w 

1 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, Action Grant 
Information System. 

Minority C o n t r a c t s .  There have been more than 12,200 c o n t r a c t s  wi th  a value 
of approximately $1.2 b i l l i o n  awarded t o  minority-owned f i r m s  over t h e  l i f e  of 
t h e  program. This cons t i tu ted  16 percent  of a l l  UDAG c o n t r a c t s  awarded t o  
d a t e  i n  UDAG p r o j e c t s  and e i g h t  percent of to ta l  con t rac t  d o l l a r s .  (See Table 
3-8.) 
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Planned Minority Financial  Interests. Thir teen  +percent of a i l  p r o j e c t s  
approved under t h e  program, as of t h e  end of FY 1986, involved a f i n a n c i a l  
i n t e r e s t  on t h e  p a r t  of minori ty firms or indiv iduals .  This f i n a n c i a l  
i n t e r e s t  may inc lude  an equi ty  pos i t ion  or ownership r o l e ,  a specif ic  set- 
a s i d e  of space t o  be l eased  or a set-aside of cons t ruct ion  cont rac ts .  

- 
TABLE 3-8 

BENEFITS TO MINORITP PERSONS BND FIRMS 
E'RW Bu. E"DED PROJECTS 

CUMULATIVE AS OF SEPTPMBLFR 30, 1986 

Category 
Pro jec t s  wi th  Planned New Permanent 
Jobs f o r  Minority Persons 

Planned New Permanent Jobs 
Designated fo r  Minority Persons 

! 
n >  

Planned New Permanent Jobs f o r  4* 
c Minority Persons Actually Created f I 62% 

Projects wi th  Involvement of 
Minority Contractors  i n  Projects ' 

Which Had Awarded Contracts  

I' Tota l  Contracts  Awarded 
t o  Minority Firms / 

> 

i" 
1 

Total Contract  Dollars 
Awarded t o  Minority Firms 

Pro jec t s  with Planned Minor/it;: 
F inancia l  I n t e r e s t s  t 

i 

5 6% 

16% 

8% 

13% 

SOURCE: U. S. Departmdnt of H o u a g  and Urban Development, Community Planning 
and Development, OflYice of Management, Action Grant Information System. 
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PROJECTS UITH SIGNED GRANT AGRJZH%NTS 

This sect,ion describes t h e  d e t a i l e d  c h a r a c t e r i s t i c s  of p r o j e c t s  f o r  which 
g ran t  agreements have been signed by both HUD and the  grantee.  Among the 
variab!.es described i n  t h i s  sec t ion ,  by various p ro jec t  ca tegor ies ,  are the 
number and d o l l a r  amount of UDAG grants!  the  sources of publ ic  and p r i v a t e  
flmding; the  i n i t i a l  and u l t imate  uses  t o  which UDAG funds are put;  new 

, cons t ruc t ion  versus  r e h a b i l i t a t i o n ;  t he  d i s t r i b u t i o n  of p r o j e c t s  by c i t y  s i z e ;  
l o c a t i o n  wi th in  j u r i s d i c t i o n s ;  and t he  development s t a t u s  of p ro jec t  land a t  
t h e  time of a p p l i c a t i o n  review. 



The ana1ysj.S is based Q‘I inforination from 2,583 p r o j e c t s  wi th  signed g ran t  
agreements as of t h e  end of FY 1986. This number r ep resen t s  a s i g n i f i c a n t  
percentag(2 of all funded WAG pro jec t s .  The g ran t  agreement l e g a l l y  def ines  
t h e  a c t i v i t i e s  t o  be undertaken by a l l  p a r t i e s  t o  t h e  p r o j e c t  and 
s p e c i f i e s  t h e  sources  of p r o j e c t  f inancing,  t h e  terms and condi t ions  of UDAG 
l o a n s  and paybacks, and t h e  d i s t r i b u t i o n  of p ro jec t  funds by a c t i v i t y .  8 

Flgure S6 
Distrlbutlon of the Number of Pmieclr, UDAG Funds, and Total Planned 
Expendltures by Project Type in Projects W l h  Slgned Grant Agreements 

Cumulrtlve as of Seplember 30, 1986 

Industrial Commercial Housing Mixed 
Projects Projects Prqects Prqects 

Source U S Department of Housing aild Urban Development Community Planning and Development Oflice of 
Program Analysis and Evaluation. UDAG Grant Agreement Data Base 

-DEVELOPl4ENT CATBX;OBIES OF ACTIOlri G W I T  PEOJECTS 

There a r e  severa l  methods of classikiying UDAG p ro jec t s .  I n  t h e  previous 
s e c t i o n  of t h i s  chapter ,  t h e  categories used were: i n d u s t r i a l ,  commercial, 
and neighborhood. I n  t h i s  s e c t i o n ,  1 p r o j e c t s  with g ran t  agreements are 
described by t h e i r  func t iona l  or  develcipmental c h a r a c t e r i s t i c s :  i n d u s t r i a l ,  
commercial, housing, or mixed project.,. ‘ A neighborhood p r o j e c t  may include 
both commercial and housing a c t i v i t i e s .  ip commercial p r o j e c t  descr ibed i n  t h e  

\\ 

Comercial Projects. The l a r g e s t  s i n g l e  category of’, Action Grant p ro jec t s  
with signed g ran t  agreements are commercjd projec ts .  They account fo r  41 
percent  of a l l  p r o j e c t s  and about 50 percent of both UDAG m d  t o t a l  planned 
expenditures.  (See Figure 3-6.) Commerc!al p r o j e c t s  inclucfc’ t h e  cons t ruct ion  
and/or r e h a b i l i t a t i o n  of r e t a i l  space,  off  ice buildings,  hote2.s and parking 
garages,  and a mix of t h e s e  a c t i v i t i e s .  A l a r g e  number of commercla,l p ro jec t s  
incorpora te  a mix of uses: 45 pepcent of a l l  commercial projec t ,$  and 69 
percent  of a l l  planned expenditures f o r  commercial p r o j e c t s  inc lude  mbre than 
one commercial use. Twenty-seven percent  of commercial p r o j e c t s  and 12 

previous s e c t i o n  can include housing. 

\ 
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percent of planned expenditures fo r  these  p r o j e c t s  are designated only  f o r  
retail  use. Of f i ce  use  accounts f o r  seven percent  of a l l  commercial p r o j e c t s  
and s i x  percent  of planned commercial expenditures. Projects involving only 
h o t e l s  r ep resen t  12 percent  of a l l  commercial UDAG p r o j e c t s  with signed g r a n t  
agreements and 10 percent of t h e  t o t a l  cos ts .  

A t  least 215 m i l l i o n  square feet of commercial space are planned i n  p ro jec t s '  
wi th  signed g ran t  agreements, about equal ly  d iv ided between o f f i c e  and retai l  
use. Both of t h e s e  ca tegor ies  inc lude  multiple-use projects, 

Industrial Projects. I n d u s t r i a l  p r o j e c t s  c o n s t i t u t e  35 percent of a l l  
p r o j e c t s  with signed grant  agreements and 24 percent of to ta l  planned 
expenditures of UDAG funds. There are 181 m i l l i o n  square f e e t  of i n d u s t r i a l  
space planned as a r e s u l t  of either r e h a b i l i t a t i o n  or  new construct ion.  The 
major i ty  of t h i s  space ( 6 3 % )  is  t o  be improved by r e h a b i l i t a t i o n ;  t h e  balance 
is new const ruct ion .  Because of t h e  heavy emphasis on r e h a b i l i t a t i o n ,  i t  i s  
not  s u r p r i s i n g  t h a t  95,000 employees a l ready were on t h e  s i te  of t h e  p r o j e c t  
a t  i t s  beginning. Most (60%) of the  i n d u s t r i a l  p r o j e c t s  involved firms which 
were previously located wi th in  the  same c i t y  before moving t o  or expanding on 
t h e  s i t e  of t h e  UDAG projec t .  

Housing Projects. A s  of t h e  end of FY 1986, housing p r o j e c t s  c o n s t i t u t e d  
only 15 percent  of a l l  p r o j e c t s  with signed g ran t  agreements and t e n  percent  
of t h e  UDAG d o l l a r s  t o  be expended. There are 55,400 u n i t s  planned t o  be 
const ructed ,  48 percent  of which were t o  be new u n i t s  and t h e  balance 
r e h a b i l i t a t e d .  The average p r i c e  of new owner-occupied u n i t s  assisted under 
t h e  program i n  FY 1986 was $47,952; t h e  average monthly r e n t  for assisted 
u n i t s  was $458. 

Nixed Projects. Mixed p r o j e c t s  cons t i tu ted  n ine  percent of a l l  UDAG p r o j e c t s  
wi th  signed g ran t  agreements and 1 4  percent of UDAG funds as of the  end of FY 
1986. Typical ly,  mixed p r o j e c t s  inc lude  both housing and commercial 
f a c i l i t i e s .  

Average Project Costs. The average to ta l  planned c o s t  of d i f f e r e n t  types  of 
p r o j e c t s  v a r i e s  considerably.  Mixed development p r o j e c t s ,  t y p i c a l l y  inc luding 
major downtown redevelopment e f f o r t s ,  average t h e  h ighes t  amount i n  to ta l  
publ ic  and p r i v a t e  investment: $15.9 mi l l ion .  Commercial p r o j e c t s  average 
$14.3 mi l l ion  compared t o  $9.5 mi l l ion  f o r  i n d u s t r i a l  p r o j e c t s  and $7.4 
mi l l ion  for  housing p ro jec t s .  The Action Grant a s s i s t ance ,  as a percent  of 
to ta l  p r o j e c t  c o s t s ,  ranges from a low of 11 percent  f o r  i n d u s t r i a l  p r o j e c t s  
t o  a high of 14 percent  f o r  housing and mixed-use p ro jec t s .  (See Table 3-9.) 
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TABLE 3-9 

AVERAGE TOTAL PROJECT COST AND UDAG BmoDNT BY 
PROJECT TYPE I N  PROJECTS WITH SIGNED GRANT AGRE-S 

(Dollars i n  millions) 

Projec t  Type 
Category I n d u s t r i a l  Commercial Housing Mixed Total 

Avg. Tota l  Cost $9.5 $14.3 $7.4 $W $m 
A V ~ .  UDAG Amount 1 .o 1.9 1 .o 2.3  I .5 
Percent UDAG 11 .o% 13.0% 14.0% 14.0% 13.0% 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, UDAG Grant 
Agreement Data Base. 

SOURCES OF PROJECT FUNDS 

The funds inves ted  i n  UDAG p r o j e c t s  come from t h r e e  bas ic  sources: p r i v a t e  
investment, Action Grants,  and o t h e r  publ ic  g r a n t s  from Federal ,  S t a t e ,  and 
local governments. Projects approved under t h e  program must be a s s i s t e d  with 
UDAG g r a n t s  which are 'Ithe least  amount necessary" f o r  t h e  p r o j e c t s  t o  go 
forward. P r iva te  sector developers are encouraged t o  seek as much f inancing 
as poss ib le  from o t h e r  sources. 

Private Investment. The largest of t h e  three sources of funding f o r  UDAG 
p r o j e c t s  i s  provided by p r i v a t e  investment composed of equ i ty  and debt;  it 
c o n s t i t u t e s  82 percent  of t o t a l  planned p ro jec t  costs. (See Table 3-10.) 
P r i v a t e  investment ranges from a high of 87 percent f o r  i n d u s t r i a l  p r o j e c t s  t o  
80 percent  f o r  both housing and mixed projec ts .  

Government Grants. Action Grant d o l l a r s  c o n s t i t u t e  13 percent of to ta l  
p r o j e c t  c o s t s  with o the r  Federal ,  S t a t e ,  and local government g r a n t s  
con t r ibu t ing  an  a d d i t i o n a l  f i v e  percent  f o r  a combined publ ic  g r a n t  t o t a l  of 
18 percent .  UDAG funds range from a high of 18 percent i n  housing p r o j e c t s  t o  
11 percent  i n  i n d u s t r i a l  p ro jec t s .  Commercial and mixed p r o j e c t s  have t h e  
highest u t i l i z a t i o n  of o the r  publ ic  g r a n t s  of s i x  and f i v e  percent 
r e spec t ive ly .  
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TABM 3-10 

SOURCE OF FUNDS FOR PROJECTS WITH SIGNED GRANT AGREEMENTS 
BY PROJECT TPPE CUMULATIVE AS OF SEPTEMBER 30, 1986 

Projec t  Type 
I n d u s t r i a l  Commercial Housing Mixed Total -- Source of Funds 

Total P r i v a t e  
Investment 87% 81% 80% 80% 82% 

UDAG Grants 11 13 18 15 13 

2 - Other Public  Grants 
Total Project Costs 100% 

6 
100% 

2 5 5 
100% 100% 100% 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, UDAG Grant 
Agreement Data Base. 

More than two- thirds of other publ ic  g r a n t s  are provided by local governments 
with t h e  balance about equal ly  divided between Federal and S t a t e  government 
cont r ibut ions .  

INITIAL USES OF UDBG FUNDS 

This s e c t i o n  descr ibes  t he  form i n  which UDAG funds are used i n i t i a l l y  by 
grantees.  These i n i t i a l  uses include loans ,  i n t e r e s t  subs id ies ,  
r e h a b i l i t a t i o n  g r a n t s h e b a t e s  and o t h e r  non-payback uses such as publ ic  
i n f r a s t r u c t u r e .  

Loans. Although a l l  UDAG a s s i s t a n c e  i s  i n  t h e  form of g r a n t s  t o  local 
governments, they use these funds f o r  p ro jec t  a s s i s t a n c e  predominantly i n  t h e  
form of repayable loans  t o  developers or  t o  i n d u s t r i a l  companies. Sixty- eight  
percent  of a l l  UDAG funds have been used f o r  loans. (See Table 3-11.) Both 
commercial and i n d u s t r i a l  p r o j e c t s  had 73 percent  of UDAG a s s l s t a n c e  i n  the  
form of loans.  Only 46 percent of funds f o r  housing p r o j e c t s  were loaned. 



TABLE 3-11 

DISTRIBUTION OF THE INITIAL USES OF UDAG FUNDS IN PROJECTS 
WITH SIGNED GRANT AGREEMENTS BY PROJECT TPPE 

CUMULATIVE AS OF SEPTEMBER 30, 1986 

I n i t i a l  Use 
Loans 

Projec t  Type 
I n d u s t r i a l  Commercial Housing Mixed Total 

73% 73% 46% 59% w 
I n t e r e s t  Subsidies - 
Rehab i l i t a t ion  

Grants/Rebates 1 
26 Other Non-Paybacks - 

Tota l  100% 

- 16 2 2 

- 5 2 1 
26 

100% 
- 29 - 37 

100% 100% 100% 
- 33 - 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Off ice  of Program Analysis and Evaluation, UDAG Grant 
Agreement Data Base. 

Shor t ly  a f t e r  t h e  program began, it became t h e  pol icy  of t h e  Department t o  
encourage c i t i es  t o  use UDAG funds as loans  t o  provide gap f inanc ing  and t o  
genera te  paybacks. A s  a r e s u l t ,  t h e  percent of to ta l  UDAG d o l l a r s  used by 
g ran tees  f o r  loans  increased from 17 percent i n  FY 1978 t o  89 percent  i n  FY 
1985 and t o  87 percent  i n  FY 1986. A t  t h e  same time, t h e  percent of UDAG 
d o l l a r s  a s s i s t i n g  p r o j e c t s  i n  t h e  form of non-paybacks has  decl ined s t e a d i l y  
from about 80 percent i n  FY 1978 t o  7 percent i n  FY 1986. 

1 

I n  o rde r  t o  improve t h e  p r o j e c t ' s  projec ted  cash flow by reducing t h e  c o s t  of 
borrowing, UDAG l o a n  i n t e r e s t  rates t y p i c a l l y  have been made a t  less than 
market rates. However, over the  l i f e  of the  program, t h e  spread between t h e  
p r ime  rate and t h e  average UDAG l o a n  rate has narrowed as t h e  prime ra te  and 
t h e  necess i ty  f o r  deep i n t e r e s t  rate subs id ies  has decl ined.  
3-12.) The average length  of UDAG loans i s  j u s t  under 17.5 years  and ranges 
from a high of 24.6 yea r s  for  housing p r o j e c t s  t o  a low of 13 years  f o r  
i n d u s t r i a l  p ro jec t s .  

(See Table 
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TABLE 3-12 

AVERAGE UDAG LOAN I N T E R E S  RATE COMPARED 
TO THE PRIM3 HNTERESI RATE IN 

PROJIGCTS W I T H  SIGNED GRANT AGREPIENTS 

Rate of F i s c a l  Year 
I n t e r e s t  1978 1979 1980 1981 1982 1983 1984 1985 1986 
UDAG (Avg.) 2.7$ 6.24% 8.0$ 6.9$ 6 7  -$ .-- 

P r i m e  (Avg.) 9.1 12.7 15.3 18.9 14.9 10.8 12.0 9.9 8.5 

Spread 7.5 10.0 9.1 11.7 6.9 3.9 5.6 4.2 3.2 

SOURCE: U. S. Department of  Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, UDAG Grant 
Agreement Data Base. 

G r a n t s  and O t h e r  N o n- P a y b a c k s .  Thirty-two percent of UDAG funds were used by 
local governments fo r  a s s i s t a n c e  t h a t  did not  have t o  be paid back 
including:  publ ic  i n f r a s t r u c t u r e  expenditures,  i n t e r e s t  subs id ies ,  
r e h a b i l i t a t i o n  g ran t s ,  and o t h e r  non-paybacks inc luding adminis t ra t ive  
expenses i n  small c i t y  p ro jec t s .  For both i n d u s t r i a l  and commercial p ro jec t s ,  
26 percent  of UDAG funds involved non-payback uses  compared t o  54 percent fo r  
housing projec ts .  

- Equity " K i c k e r s . "  The amount of the  local subsidy i n  UDAG p r o j e c t s  can be 
reduced i n  c e r t a i n  ins tances  by requi r ing  an "equity kicker'l from 
developers. This term, borrowed from commercial lenders ,  descr ibes  the  
s i t u a t i o n  i n  which the local government rece ives  a por t ion  of the  p r o j e c t l s  
p r o f i t s  above an agreed-upon rate of r e t u r n  t o  t h e  developer. Th i s  
arrangement prevents  the  developer from making a windfa l l  p r o f i t  with 
government a s s i s t a n c e  should t h e  p r o j e c t  prove t o  be very successful .  Thirty-  
two percent  of a l l  UDAG p r o j e c t s  involve equi ty  k ickers .  Such p r o j e c t s  range 
from a high of 57 percent  f o r  commercial and 51 percent  f o r  mixed p r o j e c t s  
which conta in  a commercial component t o  16 percent of housing p r o j e c t s  and 
only  seven percent  of i n d u s t r i a l  p ro jec t s .  

THE END U S E S  OF ACTION GRANT FUNDS 

This s e c t i o n  descr ibes  t h e  end uses  t o  which UDAG funds a r e  put  such as on- 
s i t e  cons t ruc t ion  and t h e  purchase of c a p i t a l  equipment. 

The bulk of Action Grant funds (61%) were planned t o  be used f o r  on- si te  
improvements and bui ld ing const ruct ion .  The second largest projec ted  use was 
fo r  c a p i t a l  equipment (14%). Planned funds f o r  public  i n f r a s t r u c t u r e  was 12 
percent  of t o t a l  UDAG costs and included s t r e e t s ,  water and sewer l i n e s ,  
parking fac i l i t i es ,  off-site improvements, and o t h e r  i n f r a s t r u c t u r e .  Seven 
percent  was t o  be spent  on a c q u i s i t i o n ,  r e loca t ion ,  and clearance.  Two 
percent  i s  f o r  profess ional  fees, and only one percent f o r  adminis t ra t ion  i n  
small c i t y  projec ts .  (See Table 3-13.) 
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The distribution of planned end-use expenditures varies considerably for 
different types of projects. For industrial projects, planned expenditures 
for capital equipment accounted for almost one-half of the UDAG funds with on- 
site construction receiving 26 percent. In contrast, on-site construction 
represents the largest end-use for commercial projects (77%), housing projects 
(70%) and mixed projects (59%). 

TAB= 3-13 

DISTRIBUTION OF THE =-USE OF ACTION GRANT FUNDS BY PROJECT TYPE 
IN PROJECTS WITH SIGNED GRANT AGREEMENTS 

CUMULATIIE AS OF SEPTBPISER 30, 1986 

-- Project Type 
End-Use Industrial Commercial Housing Mixed 
On-site 

Capital 

Public Infra- 
structure 7 11  8 26 

Acquisition, 
Clearance, 
Relocation 12 5 2 8 

Professional Fees 2 2 1 2 
Administration 1 1 2 1 

3 Other 

Construction 26% 77% 7 0% 59% 

Equipment 49 2 2 2 

- 16 - 2 - 2 - 
Total 99% 100% 101% 101% 

Total 

61% 

14 

12 

7 
2 
1 
4 

104% 
- 

Note: Totals may not add due to rounding. 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, UDAG Grant 
Agreement Data Base. 

CONSTRUCTION CHARACTHCRISTICS 

A significant majority of all UDAG funds (63%) have been used f o r  new 
construction rather than rehabilitation. Seventeen percent are projected to 
be spent on projects involving only the rehabilitation of existing structures 
and 20 percent for projects with some combination of new construction and 
rehabilitation. Industrial and housing projects each had the highest percent 
of funds designated for rehabilitation (24%). Although commercial projects 
had a relatively low proportion of total funds which were spent solely on 
rehabilitation (1681, they had a high percent of projects involving the 
combination of rehabilitation and new construction (25%). (See Figure 3-7.) 

1 
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Project construction characteristics varied considerably by location: only 47 
percent of commercial projects in large cities involved new construction, 
compared to 60 percent in small suburban and non-metropolitan small 
communities. Similarly, 50 percent of industrial projects in large cities 
involved new construction only, compared to 71 percent in small towns. Fifty- 
two percent of housing projects in large cities include rehabilitation efforts 
in whole or in part. The comparable rate in small towns is 30 percent. 

Figure 3-7 
Distribution of the UDAG Funds by Construction Characteristics 

by Facility Type in Projects With Signed Grant Agreements 
Cumulative as of September 30, 1986 

Industrial 
100% 

Commercial 
100% 

Housing 
1000/" 

All Projects 
100% 

Source: U S .  Department of Housing and Urban Development. Community Planning and Development. Office of 
Program Analysis and Evaluation. UDAG Grant Agreement Data Base. 

UDAG GRANTEE LOCATION CHARACTEBISTICS 

Seventy percent of all UDAG projects are located in Metropolitan Statistical 
Areas (MSAs), and they account for 85 percent of total UDAG dollars awarded. 
The balance of the UDAG-funded projects are located in nonmetropolitan small 
towns. (See Table 3-14.) 
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Commercial p ro jec t s  and mixed projects  with some commercial uses located i n  
cen t ra l  c i t ies  showed the  highest concentration of UDAG do l la r s  f o r  such 
projects  (81%). UDAG expenditures f o r  i ndus t r i a l  projects  showed the  highest  
degree of dispersion t o  nonmetropolitan small towns (31%) and t o  small c i t ies  
within metropolitan areas (22%). Forty percent of UDAG do l la r s  f o r  i ndus t r i a l  
projects  were spent i n  cen t ra l  cities. Sixty-nine percent of UDAG housing 
expenditures were f o r  projects  located i n  cen t r a l  c i t ies ,  10 percent i n  o ther  
l a rge  metropolitan c i t ies  and 12 percent i n  nan-metropolitan small towns. 

DISTRIEUTION OF UDAG F"DS BY GRANTEE LOCATION BY PROJECT TYPE FOR PROJECTS 
WITH SIGHKD GRANT AGREBWNTS CUMULATIVE AS OF SEP-R 30, 1986 

Grantee Project  Type 
Locat ion Indus t r ia l  Commercial Housing Mixed Total 
MSA : 

Central Cities 40% 81 % 6 9% 81% 7 0% 
Other Large 

Cities 4 4 10 3 4 
Small Cities 22 6 8 6 10 

1 - 1 Urban Counties 3 
Sub-To t a1 eE% 91 % 

- 

85% .- - 
E% 91 % 

I_ 

Non-MSA 
Total 

31 
100% 
- 9 

100% 
- 12 -- 

100% 
15 - 9 - 

100% 100% 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, UDAG Grant 
Agreement Data Base. 

PROJEZT LOCATION WITHIN GRANTEE JURISDICTIONS 

The trend of UDAG awards shows a reduction i n  the  concentration of projects  
located i n  t h e  cen t r a l  business d i s t r i c t s  (CBDs)  of recipients .  From FY 1978 
t o  FY 1983, 49 percent of a l l  UDAG funds were projected t o  be spent i n  cen t ra l  
business districts;  but from M 1984 t o  FY 1986, only 44 percent of funds were 
i n  CBDs. 

The degree of concentration i n  CBDs varied considerably by project  type. From 
FY 1984 t o  FY 1986, 66 percent of UDAG funds spent f o r  commercial projects  and 
53 percent f o r  mixed projects  were f o r  a c t i v i t i e s  within CBDs; however, the  
degree of concentration i n  CBDs was even higher f o r  t he  period FY 1978-86 
(761). By cont ras t ,  13 percent of housing projects  and two percent of 
i ndus t r i a l  project  funds were located i n  CBDs from FY 1984 t o  FY 1986. (See 
Table 3-15.) 
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TABU3 3- 15 

DISTRIBUTION OF WAG FUNDS BY LOCATION WITHIN JURISDICTIONS 
FOR PROJECTS WITH SIGNED GRANT AGREEMENTS 

CUMULATIVE AS OF SEPTEMBER 30, 1 9 8 6  

Pro iect TvDe " Y .  

Locat ion  I n d u s t r i a l  Commercial Housing Mixed Tota l  
1978-83 84-86 78-83 84-86 78-83 84-86 7 8 - m - 8 6  7 8 - m - 8 6  - _I_- -- -- -- 

Ins ide  CBD 7% 2% 76% 66% 15% 13% 50% 53% 49% 44% 
51 56 - Outside CBD 93 __ 98 - 24 - 34 85 87 - 40 47 _._ - 

Total  100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, UDAG Grant 
Agreement Data Base. 

STATUS OF PROJECT LAND 

Thirty- six percent of UDAG p r o j e c t s  were located on non-urban renewal vacant 
l and  t h a t  had a l ready been cleared.  Twenty percent  of t h e  p r o j e c t s  were on 
land requ i r ing  c learance ,  four t een  percent on land which was no t  developed and 
s i x  percent on c leared  urban renewal land. The remaining 24 percent  of t h e  
p r o j e c t s  involved only  t h e  r e h a b i l i t a t i o n  of e x i s t i n g  s t r u c t u r e s .  (See Table 
3-16.) 

TABLE 3- 16 

STATUS OF PROJECT LAND FOR PROJECTS WITH SIGNED GRANT AGREJMENTS 
BY PROJECT TPPE 

CUMULATIVE AS OF SEPTEMBER 30, 1 9 8 6  

- Vacant Land Land Rehabil- 
Pro jec t  Not Urban Other Needing i t a t i o n  
Type Devel. Renewal Cleared Clearance Only Total  

I n d u s t r i a l  .w 2 38 11 30 -m 
Come rc i a l  10% 10 34 28 18 100% 
Housing 19% 5 37 10 29 100% 
Mixed 9% 7 34 29 20 100% 

A l l  Projects 14% 6 36 20 24 100% 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, UDAG 
Grant Agreement Data Base. 
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EXHIBIT 3-1 

UDAG PROJECT SELECTION SYSTJM 

Se lec t  i o n  

1 
Criteria 
A. Impaction 

Large Cities 
Data Elements 

Pre-40 Housing 
Poverty 
Population Growth 

Lag/Decline 

B. Distress 
Per Capita Income 
Unemployment 
Job Lag/Decline 
Labor Surplu 

Area (LSA) 3) 
C. Other Criteria 

Composed of following: 
Leverage Ratio 
UDAG Dollars Pe r  Job 
Tota l  New Permanent Jobs 
Percent Low/Moderate 

Percent Minority Jobs 
Percent CETA Jobs 
S t a t e  and Local Funds 

P e r  UDAG Funds 
Tax Benef i t s  per  UDAG 

Funds ’ 

Income Jobs 

10 
6 
2 

1 

1 

Small Cities 
Data Elements Points  

Pre-40 Housing 
Poverty 
Population Growth 

40 

Lag/Decline 

30 P e r  Capita Income 2 

3 Labor Surplu 
Area (LSA) 

Retained Jobs 
Construction Jobs 
Impact of Physical  

Development 
Impact of Economic 

Conditions 
Timeliness 
Demonstrated 

Relocation 
Minority Business 

Pa r t i c ipa t ion  
Energy 

Performance 

30 

1 /2 
1 /2 

1 /2  

1 

I 

1/2  
1 

1 
1 

1 
1 

’ Impaction is  the  comparative degree of economic distress among 
app l i can t s ,  as measured by a weighted average of three factors: Age of 
the  housing stock weighted a t  50 percent;  the  ex ten t  of poverty a t  30 
percent;  and population growth/lag a t  20 percent.  

For t h e  small c i t ies  d i s t r e s s  c r i t e r i o n ,  up t o  t e n  po in t s  w i l l  be 
a l l o c a t e d  for Pe r  Capita Income and 20 po in t s  for LSAs. This c r i t e r i o n  
does no t  inc lude  d a t a  on job  lag or unemployment because t h i s  information 
is  no t  a v a i l a b l e  for  a l l  small ci t ies.  

Within t h e  LSA measure, t e n  po in t s  w i l l  be a l l o t t e d  i f  t h e  c i t y  is wi th in  
a county t h a t  meets the  LSA threshold.  One point  i s  then added f o r  
every unemployment percentage point  above t h e  LSA threshold.  Conversely, 
one point  is  deducted f o r  each percentage point  by which t h e  c i t y  is  
under t h e  LSA threshold.  

I 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Urban Development Action Grants. 
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Item 

Number of Projects 

- 

Large (#) 
Small (#) 

Large (010) 
Small (010) 

UDAG Dollars 

Large ($) 
Small ((6) 

Large (010) 
Small ( o h )  

Private Investment ($) 

Ratio to UDAG Dollars 

State and Local ($) 

Other Federal ($) 

Total Project Investment ($) 

New Permanent Jobs (#) 

UDAG Dollars Per Job ($) 

LowIModerate Income Jobs ( O h )  

Construction Jobs (#) 

Total Housing (Units) 

New Construction (010) 

LowlModerate Income Housing ( O h )  

Total New Annual Revenue ($) 

Exhibit 3-2 
Urban Development Action Grant Program 

Planned Investment and Benefits in Funded Projects 

Fiscal Year of Award’ 

FY 1978 FY 1979 FY 1980 FY 1981 FY 1982 FY 1983 FY 1984 FY 1985 FY 1986 Total ----__..---- 

123 257 285 354 290 462 395 318 280 2.764 

75 121 161 210 180 249 193 172 180 1,541 
48 136 124 144 110 213 202 146 100 1,223 

61 47 56 59 62 54 49 54 64 56 
39 53 44 41 38 46 51 46 36 44 

$276M $420M $554M $590M $347M $641M $546M $437M $437M $4.249M 

$226M $324M 8429M $442M $284M $487M $341M $321M $331M $3.184M 
850M $96M $125M $148M $63M $154M $205M $116M $106M $1.065M 

82 77 77 75 82 76 62 73 76 75 
18 23 23 25 18 24 38 27 24 25 

$1,745M S2.557M 82,807M $3.964M $2.057M $3,184M $2,689M $3.569M 83,486M $26.059M 

6.3 6.1 5.1 6.7 5.9 5.0 4.9 8.2 8 .O 6 1  

$195M 8205M $194M $331M $104M $104M $165M $114M $418M S1.829M 

$104M $130M $61M 853M $51M $38M $35M $30M $69M S571M 

$2.320M 83,312M $3.616M $4.939M $2.558M $3.967M $3,435M $4.149M $4.41 1M $32.708M 

48.416 

85,705 

62 

43,214, 

13,139 

55 

64 

$33M 

70,869 

$5,929 

54 

59,774 

12,279 

38 

49 

$86M 

75,420 

$7,346 

59 

44,816 

16,026 

42 

43 

$68M 

78.642 

$7,518 

56 

64,942 

13.816 

37 

39 

8129M 

41,806 

$8,296 

58 

31.387 

12.855 

27 

26 

$33M 

67,065 

$9,564 

44 

52,546 

15,029 

75 

22 

$74M 

59,690 

$9.134 

60 

47.036 

7.779 

78 

35 

$59M 

54.860 

$7.966 

51 

53.221 

8.874 

71 

29 

$51M 

54.036 550.790 

$8.090 $7.715 

57 55 

50.703 447.645 

8.883 106.680 

83 53 

32 38 

$72M $604M 

# Totals are adjusted relative to previous annual reports to account for project terminations. Detail may not add due to rounding. 
~~ ~ ~~~ 

SOURCE: U.S. Department of Housing and Urban Development, Community Planning and Development. O i g  of Management, Action Grant In- 
formation System. 
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FOOTNOTES 

The UDAG program was i n i t i a l l y  authorized under Section 110(b) of t h e  
Housing and Community Development Act of 1977, Public Law 95-128, enacted 
October 12, 1977. T i t l e  I of t h e  Housing and Community Development Act 
of 1974 was amended and Sect ion  119, e s t a b l i s h i n g  the UDAG program, was 
added. 

Program regu la t ions  should be consulted f o r  more information on how the  
UDAG program i s  administered. See Subpart G of 24 CFR P a r t  570. The 
c u r r e n t l y  app l i cab le  r egu la t ions  were published i n  t h e  Federal Register 
on January 23, 1982. 

An Action Grant p ro jec t  is  tlClosed Outt1 when HUD and t h e  grantee  
determine t h a t  the  a c t i v i t i e s  t o  be carried out  by both t h e  grantee  and 
p r i v a t e  s e c t o r  p a r t i c i p a n t s ,  as defined i n  t h e  grant  agreement, are 
complete and t h a t  a l l  costs t o  be paid w i t h  g ran t  funds have been 
incurred.  A t  tha t  time, t h e  grantee e n t e r s  i n t o  a Grant Closeout 
Agreement w i t h  HUD. P ro jec t s  are tlCompletelt and a Certificate of Projec t  
Completion is  issued when t h e  Single  Audit Act Requirements are m e t ,  a l l  
r e s p o n s i b i l i t i e s  and requirements under t h e  g ran t  agreement and 
app l i cab le  laws and regu la t ions  have been c a r r i e d  out  s a t i s f a c t o r i l y ,  and 
any performance requirements c a l l e d  f o r  i n  t h e  Grant Closeout Agreement 
have been met. 

Information on t h e  f i n a n c i a l  characteristics, d i s t r i b u t i o n  by c i t y  and 
p r o j e c t  type, d i s t r i b u t i o n  by degree of impaction, and planned b e n e f i t s  
f o r  t h e  2,764 funded p r o j e c t s  has been derived from the  Project History 
f i l e  of t h e  Action Grant Information System (AGIS). This information is 
recorded a t  the  time a p r o j e c t  rece ives  preliminary a p p l i c a t i o n  approval. 

Amendment t o  the  Housing and Community Development Act of 1974, Public  
Law 96-153, approved December 21, 1979. The Pockets of Poverty provis ion  
appears a t  Section 119(b)(2) .  

Information on actual p r i v a t e  investment and b e n e f i t s  achieved i n  funded 
p r o j e c t s  is  obtained from the Projec t  Monitor f i l e  of the AGIS da ta  
base. Grantees are requi red  t o  r e p o r t  p ro jec t  progress t o  t h e  Department 
on a semi-annual b a s i s  u n t i l  t h e  p ro jec t  is closed out.  These da ta  were 
supplemented by information provided i n  859 Projec t  Closeout Reports and 
i n  Annual Post-Grant Closeout Reports for  922 p ro jec t s .  The UDAG 
Closeout Procedures Handbook, published i n  Apri l  1983, r equ i res  t ha t  once 
a p r o j e c t  i s  closed ou t ,  g ran tees  are t o  submit an Annual Post-Grant 
Closeout Report u n t i l  such t i m e  as a Certificate of Projec t  Completion i s  
issued.  Information on t h e  receipt and expenditure of paybacks is  t o  be 
repor ted  annually f o r  an a d d i t i o n a l  f i v e  years. These r e p o r t s  provide 
information on the at tainment of p ro jec t  b e n e f i t s  as of September 30 of 
each year.  
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Minorities include the following racial and/or ethnic groups: Black, 
Non-Hispanic; American Indian or Alaskan Native; Hispanic; and Asian or 
Pacific Islander. Minority-owned firms or businesses are those in which 
50 percent or more of the company is owned by minority persons, as 
defined above. 

Information describing the characteris tics of projects with mutually 
executed grant agreements is contained in the UDAG Grant Agreement Data 
Base maintained by the Office of Program Analysis and Evaluation. 

r- 

I 
I . 
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C P D - I ~ I S T E E E D  HOUSI3G REHABILITATIOI PEOGEAXS 

INTROWCTIOH 

This chapter reports on the housing rehabilitation programs that the Office of 
Community Planning and Development (CPD) administers. It is divided into 
three major parts, each devoted to one of three programs: the Rental 
Rehabilitation program, the Section 312 Rehabilitation Loan program, and the 
Urban Homesteading program. It reports on current developments in the three 
programs and doctments the present status of each. 

These three programs are specifically, and almost entirely, directed to 
housing rehabilitation, but they constitute a relatively small proportion of 
the almost $1.1 billion of CPD program funds that were used for housing 
rehabilitation. The CDBG Entitlement program and the CDBG Small Cities 
program, accounting for  67 percent and 20 percent of this sum respectively, 
provide significantly larger amounts for housing rehabilitation than do the 
Rental Rehabilitation program (seven percent), the Section 312 loan program 
(four percent), the Urban Development Action Grant program (one percent), and 
the Urban Homesteading program (one percent for  acquisition related to 
rehabilitation), as is illustrated by Figure 4-1. 

Figure 4-1 
CPD Administered Programs as a Source 

of Housing Rehabilitation Funding, FY 1986 

4% 1 o/i . -  . . _  

20% 

(Total Funding = 
$1.090 Billion.) 

Section 312 I 
StatelSmall 
Cities 

Renlal 
Rehab. ..... L UDAG 

A 

1 

Source: U.S. Department of Housing and Urban Development. Community Planning and Development. Compiled 
by the Office of Program Analysis and Evaluation. 
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PART ONE: TBE RENTAL REHABILITATION PROGRAM 

INTRODUCTION AND BACKGROUND 

On November 30, 1983, President Reagan signed into law the Housing and Urbani; 
Rural Recovery Act of 1983 authorizing the Rental Rehabilitation program. 
The purpose of the Rental Rehabilitation program (RRP) is to increase the 
supply of affordable standard housing for lower-income tenants. It achieves 
that purpose by ( 1 )  providing Federal funds to rehabilitate existing private 
market rental housing units and (2) offering rental assistance to eligible 
lower-income families through special allocations of Housing Voucher and 
Section 8 Existing Housing Certificate assistance. 

The Rental Rehabilitation program does not, however, provide direct Federal 
loans or grants to property owners. Instead, HUD provides grant funds by 
formula to cities with populations of 50,000 or more, Urban Counties, approved 
consortia of units o f  general local government, and States. Within the 
framework of Federal laws and regulations, State and local officials have 
considerable flexibility to design and implement rehabilitation programs to 
finance the rehabilitation of privately-owned rental housing. 

If a particular State agency chooses not to administer the State allocation of 
funds, the responsible HUD Field Office will establish a State-specific 
selection system to select small communities to participate in the program and 
to receive funds from the allocation for that State. 

This part of the Chapter describes the operation of the Rental Rehabilitation 
program in FY 1986 and is divided into five sections. This first section 
briefly outlines the basic features of the program. The second discusses the 
major program developments during the past year. The third addresses program 
funding allocations and participation. Section four reports measures of 
progress in the program, and section five discusses performance in some of the 
key program areas, including rehabilitation cost and financing, 
characteristics of rehabilitated properties and units, post-rehabilitation 
rents and unit affordability, the characteristics of tenants, and the 
provision of rental assistance through the program. 

RECE3" PROGRAM DEVELOPMENTS 

PROGRAM FUNDING 

The HUD Appropriations Act of FY 1986, signed into law by the President on 
November 25, 1985, provided $75 million in program funds for FY 1986. The 
Administration subsequently proposed that the entire FY 1986 program 
appropriation be subjected to a rescission. Congress, however, did not 
approve the rescission request, and $71.775 million (the appropriated amount 
less the Gram-Rudman-Hollings sequestration of $3.225 million) was allocated 

* Section 301 of the Housing and Urban-Rural Recovery Act of 1983 (Pub.L. 98- 
181, 97 Stat 1153) amended the United States Housing Act of 1937 (42 USC 
14370) by adding a new section (Section 17) authorizing the Rental 
Rehabilitation program. 
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to grantees on June 3, 1986. Consequently, it was not until the very end of 
FY 1986 that program funds appropriated for that year were available to RRP 
grantees. 

PROGRAM ADMINISTRATION 

A M W ~  Performance Report. On July 1, 1986, the Department issued a Notice 
providing guidance concerning completion of the Annual Performance Report 
(APR) that all Rental Rehabilitation program grantees must submit. The Notice 
required grantees to include information on: how their local Rental 
Rehabilitation program met the program's objectives, its cost-effectiveness, 
the affirmative action marketing plan they used; their utilization of 
minority- and women-owned businesses; the extent of participation in their 
program by minority property owners; the training and employment they afforded 
local residents; and, their use of local businesses. The Notice also 
established August 31, 1986 as the deadline for the 1986 APR. 

Change in the Minimum Allocation Amount. The original regulations for the 
Rental Rehabilitation program, developed when the appropriation for the 
program was $150 million annually, provided that no city, urban county, or 
consortium that was otherwise eligible for a formula allocation under the 
program would receive such an allocation if the formula generated less than 
$50,000. The rationale for this requirement was that the time and expense 
involved in establishing programs would outweigh the benefits for communities 
with very small grants. 

---_I_ 

One effect of the appropriations for FY 1986 was that 172 communities would 
have fallen below the $50,000 threshold and, therefore, would have been 
ineligible for a formula grant through the Rental Rehabilitation program. To 
minimize the disruption to local programs that would have resulted from such 
funding cutoffs, the Department revised the regulations to permit a grantee 
that received a formula allocation in the preceding fiscal year and that met 
all other criteria for a formula allocation in the current fiscal year to 
continue to receive a formula allocation if it so chose, even though its 
formula amount fell below $50,000. 

Revisfon of --_I_ Required Deobligation Provisions. Prior to August 1986, Rental 
Rehabilitation program regulations required the Department to deobligate any 
grant amounts that had not been committed to specific local projects within 
two years after a grant has been received (or three years if a State 
distributed the grant amount to State recipients) or that have not been 
expended for eligible costs within four years of receipt (or five years in the 
case of State distribution to subgrantees). However, situations arise in 
which deobligation would occur, yet the grantee's overall administrative 
performance has been effective and the amounts deobligated could have been 
used within an extended but specified period. 

Consequently, on August 11, 1986, the Department issued a rule change that 
allows it to extend, on a case-by-case basis, any of the previous time periods 
by up to one year. The Department retains discretionary authority to 
deobligate any grant amounts that have not been committed to specific projects 
within the original time periods or that have not been committed according to 
the schedule submitted with the grantee's program description. 
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Technical A s s i s t a n c e .  As part of the RRP legislation, Congress set aside $1 
million per year in FY 1984 and FY 1985 for technical assistance for program 
participants. A consulting firm was awarded a competitive contract to provide 
this technical assistance during the period between October 1985 and September 
1987. The contract calls for six categories of assistance including the 
provision of direct technical assistance to up to 135 grantees, up to 30 
workshops, six training courses on project financing, 30 information-gathering 
meetings with RRP users or customers, 13 manuals and technical bulletins, and 
the development of software packages and other assistance in automation 
technology to assist in program operations and management. 

Through December 1986, the actual products delivered have included: direct 
technical assistance to 94 grantees; 30 workshops on four different topics; 
five training courses on project financing; 10 meetings to obtain feedback 
from project owners; preliminary development of required software; and 10 
technical bulletins and one computer manual. 

PROGRAM ELIGIBILITY, FUNDING ALLOCATION, AND PARTICIPATION 

PROGRAM ELIGIBILITY AND FUNDING ALLOCATIONS 

Funding A l l o c a t i o n s .  In FY 1986, 409 communities, including 306 cities, 102 
urban counties, and one consortium, qualified for direct allocations under the 
Rental Rehabilitation program, fewer than the 427 communities that qualified 
foy a direct allocation in FY 1985. The reduced number results from 
communities being ineligible because they did not accept a grant in FY 1985 
and then fell below the $50,000 threshold in FY 1986. All 50 States plus 
Puerto Rico also were eligible for direct program funding.* 

Of the $71.8 million available for grant allocations in FY 1986, the 
Department initially allocated 71 percent to formula cities and counties and 
29 percent to smaller communities, either through programs administered by 
individual States or through programs administered directly by the Department 
for those States that chose not to administer a program. 

Seventy-five percent of direct allocation communities qualified for grants of 
less than $100,000 in FY 1986, as is indicated by Table 4-1. The range of 
grant amounts was considerable, with four communities qualifying for more than 
$1 million in funding. New York City, with an allocation of $7.5 million, was 
the largest formula grantee, and Stark County (OH), which was eligible to 
receive $24,000, the smallest. State funding for non-formula communities 
ranged from $20,000 for Delaware to $1,566,000 for California, with the 
largest number of States qualifying for between $250,000 and $499,999. 

- * For the remainder of this chapter, the w&d "States" includes the 
Commonwealth of Puerto Rico. 
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TABLE 4-1 

RENTAL REEUBILITBTION INITIAL ALLOCATIONS 
BY PROGRAM TPPE, J?Y 1986 

Allocation Amount 
$ 49,999 or7iTss 

States -- Cities and Counties 
Number Percent Number Percent 
172 7 2 r  7 -8r 

_I_- 

50,000 - $ 99,999 137 33 3 6 
100,000 - $249,999 64 16 12 23 
250,000 - $499,999 25 6 19 37 
500,000 - $999,999 7 2 1 1  22 

1,000,000 or more 
Totals 

.--- 
409 

1 
100% 
- 4 

v 
2 .- 
51 100% 

I--- ------- 
SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Rehabilitation Program Cash and Management Information 
Sys tem. 

Program Participation. Of the 409 communities eligible for a direct 
allocation?n FY 1986, 353 elected to participate as formula grantees. These 
participating formula grantees included 118 communities that qualified for . 
less than $50,000, and thus had the option of continuing as formula grantees 
or participating in the non-formula program in their States. Fifty-three 
communities that qualified for less than $50,000 in direct funding elected not 
to participate as direct recipients, and the funds they were eligible to 
receive were added to the amount available to non-direct allocation 
communities in their states. Only three communities eligible for grants of 
more than $50,000 chose not to participate in the program. Of the 50 States 
and Puerto Rico, 39 (including Puerto Rico) chose to administer the program 
for their smaller Communities. The Department operated the program for 
smaller communities in the other 12 States. 



Reallocation of Funds. In addition to funds that became available as a result 
of some formula communities electing not to participate as direct grantees, 
the Department has begun deobligating funds from communities and States that 
have been slow to use the RRP funds and reallocating them to grantees with 
more rapid progress, pursuant to the authority in Section 511.33(c). 
Generally, these funds available for reallocation have been used to make 
additional grants to other grantees within the jurisdiction of the same HUD 
Field Office. However, some funds have also been reallocated between HUD 
Field Offices in the same region or between regions. 

A total of about $16 million in grant funds from FY 1984 and FY 1985 has been 
reallocated for reasons related to progress. Most of the reallocation has 
involved formula communities, but States administering programs and small 
communities funded directly by HUD also have been affected. (See Table 4-2.) 

TABLE 4-2 

RENTAL REHABILITATION PROGRAM FUNDS REBLEATED BY TYPE OF GRAN'JXE, 
E'Y 1 9 8 4  AND Fp 1985  

(Dollars in Thousands) 

Direct Cities in HUD- 
Allocation Administered 
Communities States Program 

FY 1984 FY 1985 FY 1 9 8 4 - F m  r 1 9 8 4  FY 1985 -- 
Total grantees 399 407 38 39 39 38 

Grantees gaining funds 141 107 2 7 8 6 
Funds reallocated for 

Grantees losing funds 61 71 7 3 15 12 

performance reasons $6,321 $7,086 $1 , 118 $350 $826 $1,043 

-- 
SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 

PROGRAM PROGRESS 

In the first two years of actual operations under the Rental Rehabilitation 
program (funds were not made available to grantees until the end of FY 19841, 
local officials have committed funds to the rehabilitation of 64,895 dwelling 
units in 10,788 projects. As of the end of October 1986, construction work on 
19,621 of these units (in 5,863 projects) had been completed, and in the 
three month period ending on that date commitments on an additional 10,000 

1 
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units were realized. (See Table 4-3.") Commitments for new projects have 
fluctuated after the program's start-up period, while completions have grown 
quarterly since the program started. The reduction in program funding in FY 
1986 does not appear to have yet affected progress in the program, but a 
decline in the rate at which units are committed may occur in the coming 
months. 

TABLE 4-3 

Report Period 
Jan. 1985 

BWTBL REHABILITATION PROGRAM PRODUCTION, 
JANUARY 1985 TO OCTOBER 1986 

Apr. 1985 
July 1985 
Oct. 1985 
Jan. 1986 
Apr. 1986 
July 1986 
Oct. 1986 

- Units Committed 
Total Addex-- Total Added 

Units -I- Completed 

Number 
538 

2,781 
16,424 
29,529 
35,971 
44,531 
54,663 
64,895 

This Quarter 
538 

2,243 
13,643 
13,105 
6,442 
8,560 

10,132 
10,232 

Number 
0 

24 1 
477 

2,893 
5,917 

10,130 
14,586 
19,621 

This Quarter 
0 

24 1 
236 

2,416 
3,024 
4,213 
4,456 
5 , 035 

I_ 

SOURCE: U.S. Department of Housing a x  Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 

PATTERNS OP PROGRESS 

The rate at which projects were undertaken in the Rental Rehabilitation 
program varied greatly depending on whether the local program was a direct 
allocation grantee, a small community in a State program, or a small community 

- * In the Rental rehabilitation program accounting terminology, a **commitment** 
occurs when a grantee enters a legally binding commitment with a property 
owner to begin construction within 90 days. 

funds. 
and financial characteristics in the project is submitted to HUD (within 90 
days of project completion). 
information on completed projects is derived from the project completion 
form, and thus refers to **closed out" projects. 

A project is considered 
when the grantee has made the final drawdown of rehabilitation 

A project is considered **closed out1* when a final form on tenant 

In this report, except for Table 4-3, 
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in a HUD-administered program. This sectios examines progress in terms of 
commitment of FY 1984 and FY 1985 grant funds. 

Fifty-four percent of communities that received funding in FY 1984 and FY 1985 
through direct formula allocation had committed at least three-quarters of 
their initial grant amount, and another 19 percent had committed more than 
one-half of the funds they received for those fiscal years. (See Table 4- 
4.) Progress has been somewhat slower for HUD-administered small communities. 

PERCENT OF Fp 1984 AND FY 1985 RENTAL REHABILITAT$ON PROGRAM FUNDS 
C.OMMITTED A S  OF NOVEMBER 30, 1986 

Percent 
of Funds 
--Tom 

75% - 99% 
50% - 74% 
25% - 49% 

1% - 24% 
Less than 
.5 percent 
Totals 

Formula 
Grantees 

Number Percent 
111 26% 
120 28 
80 19 

8 48 11 
36 9 

7 29 - 
424 100% 

HUD-Administered 
Grantees States - 

Number Percent Number Percent 
2 T  

-I_ 

13 23% 
8 14 7 18 

10 17 19 49 
9 15 5 13 
8 14 4 10 

5 - 2 - 17 .- l o  - 
58 100% 39 100% 

(The percent committed is calculated as a percent of the initial 
allocation. Consequently, the amount committed may exceed 100 
percent where a community has received additional funds through 
reallocations. Conversely, where a community has lost funds 
through reallocation, it can never achieve 100 percent commitment 
by this measure.) 

--- --- 
SOURCE: U. S. Dezrtment of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 

The slowest progress so far has been in the State-administered programs, but 
the rate is increasing, as over one-half of the States have committed more 
than 50 percent of their initial allocations. 

Part of the reason for the slower rate of progress for State-administered 
programs is that States have at least one additional step in delivering funds 

i 

-----I_---- -- * The FY 1986 allocation was not made available to grantees until the very 
end of that fiscal year. 
been committed by the end of November 1986, the most recent date for 
which data were available, and such commitments are not included in this 
analysis. 

Consequently, very few FY 1986 funds had 
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to the localities actually' implementing the projects. States receive an 
allocation from HUD, and then must select the individual communities or 
projects that they will fund. States vary in the procedures they employ for 
administering the program, with some using a centralized approach in which a 
State agency makes all program decisions and others using a decentralized 
approach in which the State funds localities that, in turn, make the key 
program choices. In any case, the Department is increasingly directing 
technical assistance to States to help promote more rapid progress in this 
part of the program. 

In the 13 States that chose not to administer their own Rental Rehabilitation 
programs in one or more years, HUD is administering the program for 
communities that do not receive a direct allocation. Of the $13.3 million in 
FY 1984 and FY 1985 funding initially allocated to those States, the 
Department initially had awarded $10.2 million to 58 grantees in 11 States as 
of November 30, 1986. The grantees, in turn, had committed $6.6 million (65 
percent) to individual projects. 

PROGRAM CHARACTERISTICS 

REEIABILITATION COST AND FINANCING 

The Rental Rehabilitation program is intended to maximize the commitment of 
private dollars and to minimize public subsidy costs for rehabilitating rental 
properties. To accomplish this goal, Rental Rehabilitation program financing 
cannot exceed 50 percent of the total cost of eligible rehabilitation for a 
project (except in certain refinancing situations) and must average less than 
$5,000 per unit per project (except in high cost areas with higher limits 
approved by the Department). 

In the aggregate, the Rental Rehabilitation program has met both of these 
requirements. The average per unit cost of rehabilitation for the 5,314 
projects completed* as of November 30, 1986 was $8,978, of which RRP funds 
have provided 35 percent of total rehabilitation financing, while fifty-five 
percent came from private sources (Table 4-51, The balance, approximately ten 
percent, came from other public sources, primarily local CDBG funds. Overall, 
for every Rental Rehabilitation program dollar spent, the program leveraged 
$1.59 in private money. For every dollar of public funding spent, including 
sources such as CDBG funds or tax exempt financing, private sources 
contributed $1.23. 

4 
I 

- - D_ * In the rest of this discussion, llcocpleted projectst1 are those projects for 
which all construction work has been finished and for which a "project 
completion form" has been submitted. In addition to these closed-out 
projects, construction work has been finished in another 549 projects but 
not all of the required paperwork has been completed. 
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TABLE 4-5 

SOURCES OF FINANCING FOR REHTAL 
REHABILITATION PROJECTS COMPLETED AS OF NOVEEIBER 30, 1986 

Percent of Total 
Source of -- Fundix 
Public Funding: 
Rental Rehabilitation Program 
CDBG 
Tax-Exempt Financing 
Other Public Funds 

Private Loan Funds 
Private Funding: 

Other Private Funds 
Total 
--- --- 

Project Cost 
7 5 T -  

-_I__----- ---- Î --- -- 
SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 

Not only does the program in the aggregate meet the goal that most project 
funding come from private sources, but only 11 percent of the completed 
projects have not achieved at least 50 percent private funding. Table 4-6 
demonstrates that more than half of the completed projects have more private 
than public funds involved in the rehabilitation. However, the most common 
practice in the program is to match private funds with public funds on a one- 
to-one basis -- 37 percent of the projects have a fifty-fifty match. 

TABLE 4-6 

PUBLIC FINANCING AS A PERCENT OF TOTAL REHABILITATION 
FINANCING FOR RENTAL REHABILITATION PROGRAM PROJECTS COMPLETED 

Public Financing as a 
Percent of Total Financing Number Percent 

-- Projects 

51%t 
50 

40-49 
30-39 

1-29 
Total 

569 11% 
1,985 37 
1,483 28 

712 13 
11 565, - 

5,314 100% 

* Information was missing for 17 projects. 
-- 

SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 
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Project C o a t .  Although the program sets no specific upper limits on the 
overall per unit rehabilitation cost for a project, the program requirement 
that not more than 50 percent of the rehabilitation cost or more than $5,000 
per unit be funded from the RRP funds tends to limit the amount of work done 
in the projects. 

The Rental Rehabilitation program is designed primarily to provide funding for 
rehabilitating housing. In some instances, however, projects also involve the 
refinancing of existing debt on a property. Only about six percent of 
completed projects, however, have involved refinancing. (See Table 4-7.) For 
these projects, the average total project costs per unit were much higher 
($21,296) than in projects involving only rehabilitation ($8,783). This 
difference was due primarily to the added cost of refinancing, but these 
projects also had per unit rehabilitation costs that were approximately 42 
percent higher ($12,498 vs. $8,783) than in other projects. 

In projects where refinancing was involved, most of the additional cost was 
financed from private sources; the proportion of rehabilitation costs financed 
by the Rental Rehabilitation program funds was similar for all types of 
projects. In projects without refinancing, RRP funds accounted for 38 percent 
of the rehabilitation work. In projects involving refinancing, the RRP share 
declined to 34 percent of the rehabilitation costs and to only 20 percent of 
the total project cost. Even with refinancing, the per unit cost of program 
funds was, in the aggregate, within the $5,000 average per unit maximum. (See 
Table 4-7.) 

TABLE 4-7 

FINANCIAL CHARACTERISTICS OF CONPLETED 
RENTAL REHABILITATION PROGRAM PROJECTS 

All 
ProJects Involving: _._ 

Only 

Number of Projects 
Projects Refinancing Rehabilitation 

5,314 295 5,019 
Percent of Projects 100% 6% 94% 
Average : 
Total Cost per Unit $9,478 $21,296 $ 8,783 
Rehab Cost per Unit $8,978 $12,498 $ 8,783 
RRP Funds per Unit $3,364 $ 4,217 $ 3,314 
Private Funds per Unit $5,149 $1 4,335 $ 4,609 

RRP Funds as a percent of: 
Rehabilitation Costs 37% 
Total Project Costs 35% 

34% 38% 
20% 38% 

_I_- 

SOURCE: E S .  Department of Housing and Urban Development, RenEal 
Rehabilitation Program Cash and Management Information System. 



Rental Rehabilitation Program Subsidy Mechanisms. Local officials have 
unlimited discretion to choose the specific form of the subsidy they provide 
to property owners. In nearly two-thirds of projects completed so far, 
deferred payment loans (DPLs) have been used to provide the Rental 
Rehabilitation program subsidy. Grants (21 percent) and direct loans (11 
percent) are the next most common types of subsidies used. Deferred payment 
loans (either with or without forgiveness of repayment requirements) and 
grants probably are used most often because they impose no drain on the 
immediate post-rehab cash flow of the project, are relatively easy to 
administer, require the shallowest subsidy, and have been promoted by the 
Department for use in the program. Direct loans, in contrast, require on- 
going servicing and deeper subsidies, but may have the advantage to the 
community of generating a payback over time that may be recycled into other 
projects. 

The financial characteristics of RRP projects vary slightly by the type of 
subsidy employed, as is illustrated by Table 4-8. Direct loans are associated 
with a lower leveraging ratio than other subsidy types, probably because the 
need for an immediate payback makes a given level of subsidy less desirable 

TABLE 4-8 

FINANCIAL CHARACTERISTICS OF RENTAL REHABILITATION PROGRAM PROJECTS 
BY TYPE OF SUBSIDY MECHBNISM 

Tme of Subsidv Used 

Characteristic 
Number of Projects 
Percent of Projects 

Average Total Cost 
per Unit 

Average Rehabilitation 
Cost per Unit 
Average Total RRP 
Funds per Unit 
Average Total Private 
Funds per Unit 

Private Funds Leveraged 
per RRP Dollar 

Deferred 
Payment 
Loan 
3,385 

64% 

$1 0,067 

$9,292 

$3,445 

$5,738 

1.67 

Grant 
1,125 

21 % 

$8,767 

$8,390 

$3,169 

$4,680 

1.48 

Direct 
Loan 
589 

11% 

$9,510 

$8 , 794 

$3,359 

$4,412 

1.31 

Other 
21 5 

4% 

$1 0,492 

$9,898 

$3,525 

$6,568 

1.86 

I 

I 

SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 
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to the owner than if it were provided as a subsidy that required no immediate 
repayment. Grants were used to convey less money per unit rehabilitated than 
other types of subsidies. Sometimes grants are seen as "give aways" of large 
sums of money without a mechanism to ensure that program requirements, such as 
the ten year restriction on condominium conversion, could be enforced. 
Deferred payment loans, on the other hand, were used more often than grants, 
probably because deferral (and possible forgiveness) provides the community 
with a mechanism for promoting other local goals and enforcing program 
requirements through the term of the loan. 

CEARACTERISTICS OF REBBBILITATED PROPERTIES 

Project Size. Most local programs thus far have rehabilitated smaller rental 
properties. Through November 30, 1986, there were commitments for 67,110 
units in 11,482 projects, or 5.8 units per property. Completed projects 
tended to be substantially smaller than committed projects, perhaps because 
smaller projects required less time to complete or because grantees started 
their programs with small projects. The 5,331 completed projects contained 
16,711 units for an average of 3.1 units per project. 

Unit Size. The Rental Rehabilitation program statute requires that an 
equitable share of rehabilitation funds be provided for housing large 
families. The original program regulations stated that the statutory 
requirement would be deemed satisfied if 70 percent of a grantee's annual 
grant was used to rehabilitate units containing two or more bedrooms. A 1984 
Technical Amendment clarified the large family requirement by providing that 
an equitable share of program funds must be provided for families with 
children, particularly those requiring three bedrooms or more. Rather than 
impose this performance requirement on all grantees, however, the Department 
subsequently established an overall program goal that at least 15 percent of 
the aggregate total of rental units rehabilitated through the Rental 
Rehabilitation program be three bedrooms or more, while also continuing the 70 
percent two-bedroom requirement. 

_1_- 

As of November 30, 1986, more than 22 percent of the 16,711 units 
rehabilitated through the RRP contained three or more bedrooms, exceeding the 
national goal by seven percentage points. Four percent of completed units 
were efficiencies or single room occupancies (SROs). 

Moreover, a comparison of the sizes of units in completed projects before and 
after rehabilitation indicates that many are being modified and that the net 
result of the changes is more large units. Approximately 20 percent of 
completed projects (1,080 of 5,331) have experienced some changes in the 
number of bedrooms in at least one unit. These changes resulted in a slight 
(two percent) reduction in the total number of units in these projects and a 
25 percent decrease in the number of one bedroom units and efficiencies, but a 
12 percent increase in the number of units with two or more bedrooms. 

n 



TABLE 4-9 

NUMBEX OF BEDROOHS IN UNITS COWPLETED 
AS OF NOVEMBER 30, 1986 

Unit Size 
Efficiency or SRO 
One Bedroom 
Two Bedrooms 
Three Bedrooms 
Four Bedrooms 
Five or More Bedrooms 
Not Reported 
Totals 

* Less than .5% 

Number 
7 
3,587 
8,842 
3, 100 

406 
43 
17 

16,711 

Units 
Percent 
T 

21 
53 
19 
3 * * -- 

100% 

- -----.----..----------I- 

SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 

- 
TABU 4-10 

.UNITS BY SIZE IN COMPLETED RENTAL REHABILITATION PROGRAM 
PROJECTS UHERE THE SIZE OF 

AT LEBST Om UNIT CHANGED DURING REHABILITATION 

Size of Unit 
Efficiency 
One Bedroom 
Two Bedroom 
Three Bedroom 
Four or More Bedrooms 
Totals 

Units Before 
Number Percent 

Units After 
Number Percent 

41 1 8% 284 6% 
1,563 31 1,200 24 
2,303 45 2,348 48 

650 13 957 19 
2 139 __ 

5,066 100% 
3 - 151 

4,940 100% 

------- - 7 - e -  --------- I_ 

SOURCE: U.S. Department of Hyusing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 

occDpANcY STATUS 

A 

1 

I 

One purpose of the Rental Rehabilitation program is to increase the supply of 
standard rental housing. Projects must have one or more substandard 
conditions in order to be eligible for the program, and the rehabilitation 
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must correct all deficiencies measured by the Section 8 Housing Quality 
Standard for Existing Housing. The 16,711 units completed as of November 30, 
1986 thus were made standard by the program. The occupancy rates of these 
completed units increased substantially from 55 percent before rehabilitation 
to 89 percent immediately afterwards. While these data do not indicate how 
long the units were vacant prior to rehabilitation or how long they will 
remain occupied afterwards, they do show that the Rental Rehabilitation 
program has enabled local officials to rehabilitate unoccupied, substandard 
units so that more people can live in them. (See Table 4-11.) 

TABLE 4-11 

OCCUPAIVCY STATUS OF UNITS IN PROJECTS 
COMPLETED AS OF NOVIPHBER 30, 1986 

Before Rehab After Rehab 
-__I 

Total number of Units 16,711 16,711 
Occupied number 9,119 14,860 
Percent Occupied 55% 89% 

-_ ----- - I_ 

SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 

RENTS IN RENTAL REHBBILITATION PROJECTS 

Rental rehabilitation units are supposed to be leased at private market 
rents. The statute requires that rents in neighborhoods in which RRP projects 
are located be generally affordable to lower-income families at the time of 
project selection and that neighborhood rents not be likely to increase at a 
rate significantly greater than the rate for rent increases that can 
reasonably be expected to occur in the market area for five years. In 
addition, the median income of the neighborhood may not exceed 80 percent of 
the median income for the MSA, or for non-MSA neighborhoods, the median income 
of the county or the non-MSA areas of the State. 

Monthly gross rents in completed, occupied rental rehabilitation units on 
average were $56 higher (18 percent) than they were in the same occupied units 
before r@abilitation. There were 14,577 completed units that were occupied 
for rent as of November 1986, renting for an average of $359 per unit. 

-I * The apparent differences in the numbers of units between Tables 4-11 and 
4-12 is explained by the fact that Table 4-11 contains all occupied units, 
while Table 4-12 reports only units occupied for rent. Thus, Table 4-12 
excludes units that are owner-occupied, have no cash rent charged, or for 
which information on rent amounts was not reported. 
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Before rehabilitation, 8,817 of these units were occupied for rent, at an 
average of $303 per unit. Units of all sizes experienced a substantial 
increase in rent, as is to be expected when a substandard unit is 
rehabilitated. Average rent increases exceeded 20 percent for efficiencies 
and apartments having three or more bedrooms and were somewhat less for one 
and two bedroom apartments. 

TABLE 4-12 

AVERAGE MONTHLY GROSS RENTS I N  COMPLETED REXTAL 
REEUBILITBTION UNITS BEFORE AND AFTER REHBBILITATION 

Pre-Rehab Post-Rehab Mean Increase 
Unit Size Mean Rent Number Mean Rent Number Amount Percent 

Efficiency $21 5 407 $264 419 $49 23% 
1 Bedroom 263 2,181 308 3,073 45 17 
2 Bedroom 31 0 4,770 354 7,975 44 14 
3 Bedroom 351 1,305 43 1 2,740 80 23 
4 Bedroom 
All Units 

24 
V% 

388 154 48 1 370 
$303 8,817 $359 14,577 

SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 

Rent increases of these magnitudes do not necessarily indicate that the 
rehabilitated units are no longer affordable to lower-income tenants. Table 
4-13 compares the after-rehab rents of more than 14,000 occupied units with 
the published Section 8 Existing Housing Fair Market Rents (FMRs) for the 
communities in which they were located. Fully 92 percent of completed units 
had rents that were less than or  equal to the FMR, as is indicated by Table 4- 
13. After rehabilitation, a smaller proportion of units rented for less than 
the FMR than before rehabilitation, and, similarly, a smaller proportion 
rented for far less than the FMR. Despite the general increase in rents 
relative to the FMR, the effect of the rent increase has been to close the gap 
between rents and the FMR, rather than to cause units to be generally 
unaffordable to lower income families. This is not to say that individual 
families might not experience rent increases unaffordable to them under the 
program. However, the availability of rental assistance to tenants, either to 
live in completed units, or to move to eligible units in other properties, 
helps to alleviate these hardships. 

Y 
111- 

The FMR is a rough indicator of a unit's affoGdability to lower-income 
tenants. HUD may, however, increase the FMR because of the unit's location 
or other special characteristics. Also, rents reported in the CMI system 
sometimes may represent contract rent instead of actual gross rent for the 
unit. The amount by which the FMR exceeds the rent will be overstated in 
these unknown number of cases. 
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NUM3ER AND PEBCEIUT OF COMPLETE3 UNITS BY 
TBE DIFFEREHCE B-H THEIR REIUT AND TEE FAIR MARKET RENT 

Before After 
Compared with 

FMR Unit Rent is: 
$100 to $200 more 
$ 50 to $100 more 
$ 1 to $ 50 more 

$ 1 to $ 50 less 
$ 50 to $100 less 
$100 to $200 less 
More than $200 less 
Totals 

Same 

Rehabilitation 
Number Percent 

9 * 
53 1 

185 2 
23 * 

982 11 
1,950 22 
3,745 43 

21 
100% 
- 

Rehabilitation 
Number Percent 

51 * 
234 2 
888 6 
468 3 

4,090 28 
3,875 27 
3,859 26 

8 - 1; 112 
14,577 100% 

* Less than .5 percent 
_I 

SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 

Moreover, the general affordability of the rehabilitated units held true for 
units of every size. The average rent in each type of unit, from efficiencies 
to four bedroom units, was between $66 and $127 less than the respective FMR 
for that size unit. Thus, the typical completed RRP unit was one that was 
affordable to lower income individuals and one in which Section 8 certificate- 
holders probably could use their rental assistance. 

TABLE 4-14 

DIFFERENCE BETWEEN MEAN FAIR MARKET RENTS AND ME4H RENTS 
AFTER REHABILITATION FOR COMPLETED RENTAL REEJABILITATION PROJECTS 

Number -. Mean Dollars 
Unit Size of Units Mean Rent Mean FMR* Below FMR 
Efficiency 21 9 $264 $330 $66 
1 Bedroom 39 073 30 8 376 68 
2 Bedroom 7,971 354 435 81 
3 Bedroom 2,738 43 1 545 114 
4 Bedroom 370 481 6 08 127 

Mean FMRs are computed based on the FMR associated with 
occupied post-rehabilitation units. 

* 

SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 



TEHAIYT CHARACTERISTICS 

Tenants residing in properties rehabilitated through the Rental Rehabilitation 
program were predominantly lower-income households, as Table 4-15 indicates. 
Among the 16,711 units completed through November 1986, 9,119 were occupied 
before rehabilitation, and about 8,481 (93 percent) were occupied by lower 
income families. Immediately after rehabilitation, 14,860 of*these units were 
occupied, about 12,750 (92 percent) by lower-income families. Moreover, with 
the substantial increase in occupied units after rehabilitation, it is 
apparent that not only did the Rental Rehabilitation program provide a high 
proportion of benefit to lower income people, but that substantially more 
lower-income families, approximately 5,000 more, have received standard 
housing because of the program. 

In the aggregate, the characteristics of residents changed only slightly after 
rehabilitation because of the movement of tenants into and out of the 
buildings. In addition to having a low income, the typical tenant was a 
member of a household of two to four persons, and more likely to be white than 
black or Hispanic. There was, however, a significant increase in the 
proportion of black households, and an even greater increase in the proportion 
of female-headed households, In fact, female-headed households became 
predominant after rehabilitation. 

That the tenants became more racially heterogeneous in the aggregate, after 
rehabilitation, was not a result of a disproportionate number of white tenants 
moving out. Instead, as overall occupancy rates increased, there was a large 
net inflow of households of all races. The number of white and black 
households moving into RRP projects was very similar, and because blacks made 
up a smaller proportion of tenants before rehabilitation, the overall effect 
was greater racial balance. 

* This section, and especially Table 4-16, attempts to estimate the 
characteristics of tenants who move to or from RRP projects. 
system, however, does not specifically indicate which tenants move from the 
rehabilitated properties. Thus, the characteristics of out-movers must be 
calculated by identifying tenants in residence after rehabilitation, 
eliminating from that group those who moved in after rehabilitation, and 
subtracting this remainder from the characteristics of those in residence 
prior to rehabilitation. 
missing tenant characteristics data are distributed in proportion to the 
reported data. For the variables used in Table 4-16, missing data range 
from three percent of tenants after rehabilitation on gender of head of 
household to nine percent of tenants prior to rehabilitation on household 
income. 

~ 

The C/MI 

I In making these calculations, we assume that the 
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Table 4-15 
Characteristics of Households in Completed Rental Rehabilitation Projects 

Household Income 

50% of median or 

51-80% of median 
80%+ of median 
Total 

below 

RacelEthnicity of Head of 
Household 

White 
Black 
Hispanic ~ 

Other 
Total 

Households 
In Proiect 

Prior to Rehab 
Number Percent 

6,657 73% 
1,824 20 
638 7 

9,119 1000/0 
-- 

4,833 53% 
2,827 31 
1,094 12 
365 4 

9,119 100% 
- -  

Households 
Movina out of 
the Froject 

Number 

1,254 
447 
17 

1,718' 

908 
387 
280 
143 

1,718 
- 

Households 
Moving into 
th;UP,r;trct 

5,893 
1,119 
447 

7,459 
- 

3,207 
3,207 
821 
224 

7,459 

Households 
In Project 

After Rehab 
Number Percent -- 
10,996 74% 
2,675 18 
1,189 8 
14,860 100% 
- -  

7,132 48% 
5,647 38 
1,635 11  
446 3 

14,860 100% 
-- 

Gender of Head of Household 

Female 4,468 49% 275 4,475 9,065 61% 
Male 
Total 9,119 1000/0 1,718 7,459 14,860 100% 

5,795 39 --  2,984 - 1.443 - 4.651 51 - -  

SOURCE: U.S. Department of Housing and Urban Development. Rental Rehabilitation Program Cash and Manage- 
ment Information System. 

* No information is available on whether the 1,718 households that moved out were displaced. They may have 
received rental assistance to move or may have chosen to move on their own. 

d 
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Not only did aggregate tenant characteristics change toward racial 
integration, but there also was an increase in the proportion and especially 
the number of projects in which the tenants were of more than one ethnic 
classification. Table 4-16 illustrates the characteristics of tenants of 
projects that were occupied by at least two households. Before 
rehabilitation, 17 percent of these projects had at least one unit occupied by 
a household of a different racial/ethnic group from the rest of the occupants, 
and this figure increased to 22 percent after rehabilitation. The proportion 
of projects with an income mix among the tenants declined a little -- from 17 
percent to 15 percent. However, with the large increase in the number of 
occupied units after rehabilitation, the net effect was that a greater number 
of RRP projects had both a racial and income mix among their tenants. 

As the number of occupied units in a project increased, so did the diversity 
of tenants ethnically and economically. More than half of the projects with 
more than 11 occupied units had tenants of more than one race, while for 
projects of two to four units 15 percent of projects had such a post- 
rehabilitation mix. 

Characteristic 
Project has:, 
Racial mix 
No racial mix 

Project has: 
Income mix+ 
No income mix 

Total Projects 

TABLE 4-16 

TENANT MIX IN COMPLETED PROJECTS 
BY NUMBER OF OCCUPIED UNITS 

Number of - Occupied Units in Buildings: 
All Projects 

Before After Before After Before After Before After 
- 2-4 5-10 11 or More 

- 
12% 15% 28% 37% 53% 56% 17% 22% 
88% 85% 72% 63% 47% 44% 83% 78% 

13% 11% 25% 27% 47% 38% 17% 15% 
87% 89% 75% 73% 53% 62% 83% 85% 

1,235 2,129 326 506 93 140 1,645 2,775 

+ Income mix here is defined as the project's having at least one household 
with very low income and one with an income over 80 percent of the area 
median. 

* Racial mix here is defined as the project's having at least one household 
with a white head and one that has either a black or hispanic head. 
Thus, a ,very large building that had only one minority resident would be 
included as ltmixed,ll even though it would be predominantly white. 

SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 
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RENTAL ASSISTANCE 

The Rental Rehabilitation program has directed rental assistance to residents 
of rehabilitated projects. Approximately 13 percent of households residing in 
RRP projects prior to their rehabilitation received rental assistance in the 
form of a Section 8 Existing Housing Certificate or  Housing Voucher. After 
rehabilitation was complete, about 62 percent of the tenants were receiving 
such rental assistance. Table 4-17 indicates the portion of households 
receiving different types of rental assistance. 

TABLE 4-17 

REXTAL ASSISTANCE BY DIFFERENT " A N T  GROUPS 

Rental Assistance 
Certificates in Support 
of RRP 

Vouchers in Support 
of RRP 

Non-RRP Certificates/ 
Housing Vouchers 

Other Rental Assistance 
No Rental Assistance Reported 

(n= 1 
Totals 

Households in Completed Projects 
Prior to Rehab After Rehab 

- 

1 %+ 36% 

*+ 16 

12 
4 

83 
100% 

(9,119) 

- 
10 
2 

36 
100% 

(14,860) 

- 

* Less than .5% 
i- Probably indicates errors in the C/MI System data. 

SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 

Generally, Section 8 Certificates or Housing Vouchers can be issued to 
families with incomes of up to 50 percent of the area median. In instances 
where families with incomes between 50 and 80 percent of the area median would 
be displaced as a result of the program if they did not receive rental 
assistance, they also may be eligible to receive a certificate or  voucher. 
Table 4-18 indicates that 80 percent of very low-income tenants received 
rental assistance in the form of a certificate or voucher, and that 29 percent 
of those with incomes between 50 and 80 percent of the area median received 
assistance. Only about two percent of households with incomes greater than 80 
percent of the area median were reported as receiving a Section 8 certificate 
or housing voucher. 



TABLE 4-18 

RENTAL ASSISTANCE BY HOUSEHOLD INCOME AMONG TENANTS 
OCCUPYING REHTAL REHABILITATION PROJECTS COMPLETED 

THBOUGH NOVEMBER 30, 1986 

Percent of Households with Incomes 

than 50% 51 -80% 80% + of 
Less 

Rental Assistance of Median of Median of Median 
Certificate or Voucher 80% 29% 2% 
Other Assistance 2 1 1 
No Assistance 16 67 94 

3 Unknown 
Totals 100% 100% 100% 
(n=) ( 10,454) (2,360) (969) 

- 3 - 2 - 

SOURCE: U.S. Department of Housing and Urban Development, Rental 
Rehabilitation Program Cash and Management Information System. 

PART TWO: UREUN HOMESTEADING PROGRAM 

INTRODUCTION AND BACKGROUND 

Section 810 of the Housing and Community Development Act of 1974, as amended, 
authorizes the transfer (without payment) of unoccupied one- to four- family 
properties owned by HUD, the Veterans Administration (VA), and the Farmers 
Home Administration (FmHA) to States and local governments with homesteading 
programs approved by HUD. These recipients, in turn, transfer the properties 
at nominal or no cost to homesteaders who agree to repair them within three 
years and to live in them for a minimum of five years. At the end of that 
time, the homesteader obtains fee simple title to the residence. Approved 
Urban Homesteading programs must be part of a coordinated approach toward 
neighborhood improvement that includes the upgrading of community services and 
facilities in the homesteading neighborhoods. Section 810 funds are used to 
reimburse the respective Federal agencies for the value of the units 
transferred to State and local governments for homesteading. 

Currently, the Department is also operating a Local Property Demonstration, in 
which cities may homestead locally-acquired properties. For this 
Demonstration, Section 810 funds are being used to compensate city agencies 
for the value of the properties acquired. , 

This part of the Housing Rehabilitation Chapter reports on Urban Homesteading 
program activity both during FY 1986 and over the life of the program. There 
are four sections: program funding and expenditures; homesteading properties; 
State and local participation; and the Local Property Demonstration. Although 
States are eligible to participate in the program, the bulk of participants 

I 
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are local governments. Therefore, for editorial convenience, jurisdictions 
participating in the program generally are referred to as "communities" 
throughout this part. 

SECTION 810 PIRJDING AND E X P ~ I T U E E S  

Since 1975, Congress has appropriated $102.358 million to support the 
acquisition of Federal properties for Urban Homesteading programs. In FY 
1986, Congress appropriated $11.868 million for the program. The Gramm- 
Rudman-Hollings sequestration reduced this amount to $11.358 million. 

The size of a specific community's allocation is calculated on the basis of 
the expected number of available BUD, VA, and FmHA properties in the community 
that would be suitable for homesteading, the average "as-is" value of such 
properties in the jurisdiction, and the timeliness and cost-effectiveness of 
the community's past homesteading performance. 

By the end of FY 1986, outlays of Section 810 funds totalled $94.1 million, or 
92 percent of cumulative appropriations to that point. Fiscal year 1986 
outlays were $9.9 million. Obligations incurred in FY 1986 of $12.145 million 
exceeded the annual appropriation, because some carry-over funds from FY 1985 
were obligated. 

REHABILITATION PIBBNCIHG 

While the Urban Homesteading program transfers properties to homesteaders 
without substantial cost, it is the homesteader's responsibility to pay for or 
do whatever rehabilitation is necessary to meet required local standards. 
Section 312 Rehabilitation Loan funds have been the main source of 
rehabilitation assistance since the beginning of the program. More recently, 

Figure 4-2 
Sources of Rehabilitation Financing for 

Urban Homesteading Properties, FY 1986 

0 Section 312 

Source: U.S. Department of Housing and Urban Development. Community Planning and Development. Office of 
Program Analysis and Evaluation 123 



though, communities have looked for other forms of assistance, both public and 
private, to replace Section 312 funding, since the future of the Section 312 
program as a funding source for urban homesteading remains uncertain. 

Rehabilitation financing information for all urban homesteading participants 
indicates Section 312 loans provided 56 percent ($7.405 million) of the 
rehabilitation financing for Section 810 properties during FY 1986. (See 
Figure 4-2.) Another 28 percent ($3.716 million) derived from CDBG funds. 
The remaining 16 percent ($2.105 million) came from a variety of sources, both 
private and public: personal funds, conventional loans, State housing finance 
agency monies, bond funds, and other local sources. 

Table 4-19 provides figures concerning the mean cost for rehabilitation of 
Section 810 properties by source of rehabilitation financing. The average per 
unit rehabilitation cost for FY 1986 was $20,602, with substantially different 
average costs based on source of financing. The higher per unit costs in 
Section 312 and mixed projects suggest that Section 312 funds were used for 
properties requiring a higher level of work. Overall, the average per unit 
rehabilitation costs changed little from the previous year, when they had been 
$20,771- 

1 

TABLE 4-19 

M U N  REHBBILITATION COST FOR SECTION 810 PROPERTIES 
BY FINANCING SOURCE, ET 1986 

Mean Rehabilitation Cost 
Properties Units 

Financing Source Amount Number Amount Number 
Section 312 Only $23,833 222 $22.325 237 
CDBG Only 18;343 153 18;224 154 
Other Only* 12,953 133 12,856 134 
Mixed** 
Overall 

117 
$22,118 5 98 $20,602 642 

29,111 - 100 - 34,060 

* 
** See narrative above for explanation. 

Mixed sources include various combinations of Section 312, 
CDBG and other funding. 

--I 

SOURCE: U. S. Department of Housing and Urban Developmenf,Community 
Planning and Development, Office of Urban Rehabilitation. 

One cause of this slight decrease in per unit rehabilitation costs in FY 1986 
was the relatively late date at which Section 312 monies became available. 
Proportionately fewer FY 1986 properties used Section 312 funds, which 
historically have funded higher levels of rehabilitation in homesteading 
properties. 
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Of course, there was also variation in per unit rehabilitation costs across 
communities. The Department's Field Offices reported that rehabilitation 
financing had been secured for 598 properties in 84 communities. In 16 
percent of these communities the mean per unit rehabilitation costs exceeded 
$30,000. In contrast, mean per unit costs in another 19 percent of the 
communities fell below $15,000. The remaining communities experienced mean 
per unit costs between those categories ($15,001-$20,000, 24 percent; $20,001- 
$25,000, 20 percent; and $25,001-$30,000, 21 percent). 

CDBG ASSISTANCE 

Community Development Block Grant funds are used to assist homesteading 
programs in several important ways. As indicated above, CDBG funds provided 
about a quarter of the rehabilitation financing for the program. CDBG monies 
comprise the principal source of administrative support for most local 
programs. Moreover, some localities used CDBG funds to supplement Section 810 
funds or to purchase local properties that were used for homesteading 
purposes. 

HOMESTEADING PROPERTIES 

PROGRAM-WIDE PROPERTY ACQUISITION 

During the 1986 fiscal year, 851 additional properties became available for 
homesteading from all sources, as Table 4-20 demonstrates. Section 810 
properties, and especially HUD-owned Section 810 properties, remained the 
dominant source of suitable properties. All Section 810 properties made up 86 
percent of all newly-acquired properties; HUD-owned Section 810 properties 67 
percent. Locally-acquired and non-Section 810 Federal properties, provided a 
smaller number of properties acquired by the program. 

TABLE 4-20 

NUMBER AND SOURCE OF HOMESTEADING PROPERTIES, Fp 1986 
AND CUMULATIVE 

Cumulative -- FY 1986 
Property Source Properties Percent Properties Percent- 
Section 810 723 T 9,775 --Ex-- 

( HUD 1 (550) (66) (9,134) (78) 
(FmHA/VA ) (120) (15) ( 581) ( 5) 
(Local Demo) ( 53) ( 6) ( 60) ( *> 

Other Federal 21 3 663 6 
10 - 86 Locally Acquired - 

Totals 830 100% 
11 - 1,264 

11,702 100% 

* Less than .5 percent 
-- - 

SOURCE: U.S. Department of Housing and Urban Development, Community 
Planning and Development, Office of Urban Rehabilitation. 

I 
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When the Urban Homesteading Demonstration program began in the Fall of 1975, a 
major part of its justification was to rehabilitate and bring into use some of 
the properties that the Department had acquired. Until 1980, the HUD 
inventory of single-family properties was the sole source of properties 
available for transfer at no cost to local homesteading programs under Section 
810. The national inventory of HUD-owned properties has declined drastically 
from its peak of 75,000 properties at the end of FY 1974. As of September 30, 
1986, there were 25,506 properties in the Departmental inventory. The 
transfer of HUD properties to local homesteading programs has accounted for a 
very small part of all HUD properties disposed of since 1975. 

Despite the aggregate number of HUD-acquired properties, some local 
homesteading communities find themselves with insufficient properties to keep 
their programs going at previous levels, or, occasionally, going at all. 
Depending upon circumstances, HUD-owned properties may be too few, too quickly 
sold on the open market, situated outside designated homesteading areas, or 
simply too costly or otherwise inappropriate for homesteading. Despite 
current national housing market conditions being somewhat unfavorable to 
homesteading, regional markets, such as those in Texas, Oklahoma, and 
Louisiana are favorable for the program. The new participation in FY 1986 of 
28 cities and 8 counties indicates that demand for the program remains high. 

The average value of the Federal Section 810 homesteading properties 
transferred to communieies during FY 1986 was $18,127. This was an increase 
from FY 1985, when the figure was $17,101. This level was within the maximum 
as-is value of urban homesteading properties permitted by the program 
regulations, i.e., $20,000 per property during FY 1986, but the costs have 
been increasing steadily. 

UlCAL HOMESTEBDING PROPERTY SOURCES 

Most communities in the Urban Homesteading program reported that they depend 
on Federal, principally HUD, properties for their homesteading production. 
Fif ty-six percent of the approved programs have reported using only Federal 
properties for homesteading. Twenty-nine percent have reported using Federal 
and local properties in combination to advance their homesteading goals. 
Eight percent have employed only local properties, and the remainder (seven 
percent) have reported no property acquisition thus far. 

Of all participating communities, 79 percent have included HUD properties in 
their urban homesteading programs, 37 percent have used locally-acquired 
properties, and 37 percent have employed Veterans Administration-owned 
properties or Farmers Home Administration-owned properties. 

The central feature of the Urban Homesteading program is the use of Section 
810 funds to finance property acquisition. From the Department's perspective, 
rigorous tracking of progress in the program is tied to the use of Section 810 
funds . Some unknown numbers of communities are operating their own 
homesteading programs exclusively with local revenues or CDBG funds, and there 
would be no reason for HUD to have information on the activity levels in these 
programs. Similarly, communities in the Urban Homesteading program frequently 

r 
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homestead properties without using Section 810 funds, and even though these 
are often reported to HUD, it is probable that the number reported is 
something of an understatement. 

LOCAL PROGRAM SIZE AND PROPERTY ACQUISITION 

Local homesteading programs vary considerably in size. (See Table 4-21.) 
About 78 are very small with ten or fewer properties acquired for homesteading 
since their programs began. On the other hand, 16 communities each have 
acquired more than 200 properties. These communities obviously have accounted 
for a sizeable share of performance in the Urban Homesteading program to 
date. The ten participants with the largest number of acquired properties 
represented six percent of participating communities, but accounted for 40 
percent of properties acquired in the program. These ten communities, in 
descending order of the number of properties acquired, are Philadelphia, Gary, 
Columbus, Milwaukee, Chicago, Indianapolis, Islip (NY), Dallas, Detroit, and 
Toledo. (Dallas has since closed out its program.) They are not all very 
large cities, although most are in the Midwest or Northeast part of the 
country. 

TABLE 4-21 

CUMULATIVE LEVELS OF PROPERTY ACQUISITION FOR 
LOCAL HOMESTEADING PROGRAMS 

Number of 
Properties Acquired Participants* - Percent 

0 9 5% 
1 - 5  
6 - 10 

11 - 25 
26 - 50 
51 - 100 

101 - 200 
201 3. 

Total 

32 18 
27 16 
29 17 
21 12 
21 12 
19 11 

9 16 
174 100% 

_I_ - 

* Minnesota's ten cities and counties have acquired 
a total three properties so far. This table counts 
the Minnesota program as one participant. 

SOURCE: U.S. Department of Housing and Urban Development, Community 
Planning and Development, Office of Urban Rehabilitation. 
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URBAN HOMESTEADING PARTICIPATION AND PRQGRESS 

HOHESTEBDING PARTICIPATION 

By the end of FY 1986, the Department had approved 174 jurisdictions, 152 
cities, 19 counties, and three States, for the Urban Homesteading program. 
Minnesota, one of the State participants, has selected six cities and four 
counties to participate in its program. Twenty-eight jurisdictions, 21 
cities, 5 counties, and two States (Ohio and Minnesota) entered the program 
during FY 1986, and the ten Minnesota program communities also began 
participation in FY 1986. 

Of the 174 approved participants 142 remained formally in the program as of 
the end of FY 1986. Additionally, all ten of the Minnesota program's 
participants remain active. Thirty-two participants formally have closed out 
their programs or have initiated closeout procedures. Ninety-nine 
participants added new properties during FY 1986, a basic indicator of program 
activity. With regard to other milestones, 78 participants reported making 
conditional transfers of property, 72 participants initiated rehabilitation of 
homesteading properties, and 80 participants completed the rehabilitation of 

I program properties. 

HOHESTEADING PROGRESS 

Once a property is obtained for homesteading, it must proceed through a series 
of steps before a homesteader actually owns a fee simple title to it. The 
steps need not always follow in this order, but each benchmark must be 
reached: (1 )  homesteader selection; (2)  conditional transfer of the property 
from the community to the homesteader; ( 3 )  beginning of renovation; (4)  
occupancy by the homesteader; (5 )  completion of rehabilitation; and (6)  fee 
simple conveyance, the permanent transfer of the property to the homesteader 
after five years of occupancy (formerly three years). 

The differences in the number of properties at various stages of the process 
reflect the ongoing nature of local homesteading programs and the duration of 
each property's course through the homesteading process. In communities with 
effective programs and continuing streams of appropriate properties, 
properties are continuously being acquired even as others are being renovated 
and finally conveyed. 

The Urban Homesteading program now has been in existence for 12 years, so, in 
the aggregate, most properties have moved through all the steps excepting fee 
simple conveyance. Over the life of the Urban Homesteading program, based on 
11,702 properties acquired for homesteading from whatever source, 89 percent 
of all properties secured had been transferred conditionally to homesteaders, 
82 percent were occupied by homesteaders, renovation had begun on 85 percent, 
and had been completed on 77 percent. Ninety-three communities had been in 
the program long enough to have transferred final title to at least some of 
their homesteaders; and 5,938 (51 percent) homesteaders had acquired fee 
simple title by completing their conditional title periods. 
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THE LOCAL PROPERTY DEMONSTRATION 

Historically, most of the properties acquired for the Urban Homesteading 
program have come from Federal sources (See Table 4-20). However, in many 
cities, there are many abandoned, usually tax-delinquent, properties that are 
not owned by the Federal government. These properties could, in theory at 
least, provide a significant additional source of properties suitable for 
homesteading. To demonstrate whether properties could be successfully 
acquired for homesteading through the tax foreclosure process or by 
negotiation with owners prior to tax foreclosure, the Housing and Urban-Rural 
Recovery Act of 1983 authorized the Local Property Urban Homesteading 
Demonstration Program. 

Section 122 of this Act authorized the Department to use Section 810 funds to 
reimburse participating communities for the costs of acquiring properties that 
were: (a) in the process of foreclosure; (b) not occupied by a person legally 
entitled to reside there; (c) in need of repair; and (d )  designated for use in 
a local property urban homesteading program. 

The Demonstration was announced in the Federal Register on September 20, 1984, 
and early in 1985 the Department selected eleven cities to participate in the 
Demonstration. 

PROGRESS IN THE DEMONSTRATION 

Of the eleven cities chosen to participate i# the Demonstration, seven already 
were operating Urban Homesteading programs. So far, the participants have 
acquired 60 local properties for homesteading, at an average Section 810 
reimbursement of $11,671. Each of the eleven cities has acquired at least one 
property; Terre Haute has the largest number of local acquisitions (14).  In 
all, 14 properties in eight cities have been initially conveyed to 
homesteaders, and rehabilitation financing has been arranged for 13 of these 
properties. Six properties in four cities have been completely rehabilitated. 

The sources of rehabilitation financing for the 13 properties have been 
similar to those used in the Urban Homesteading Program. The average 
rehabilitation cost per property was projected to be $25,985, with 55 percent 
of the overall cost coming from Section 312 loans. The remainder of the 
financing came from CDBG funds (28 percent) and private sources (16 percent). 

The Department's Office of Policy Development and Research currently has 
underway an evaluation of the Local Property Demonstration. That evaluation 
is expected to be completed in 1987. 

* The participating cities are: Rockford (IL) ; L o u i s v i l l e Y m h 7 M N ) ;  
Omaha (NE); Columbus (OH); Portland (OR); Milwaukee (WI); Terre Haute (IN); 
Harrisburg (PA); Knoxville (KY); and College Station (TX). The first seven 
of these cities already were operating homesteading programs. 
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PART THREE: SECTION 312 REHBBILITATION LOAN PROGRAM 

INTRODUCTION AND BACKGROUND 

Section 312 of the Housing Act of 1964, as amended, authorizes the Secretary 
to make loans for the rehabilitation of single-family and multifamily 
residential, mixed-use, and non-residential properties. To be eligible, 
properties must be located in designated areas (i.e., principally urban 
homesteading areas at this time) or the rehabilitation must be necessary or 
appropriate to the execution of an approved Community Development program 
under Title I of the Housing and Community Development Act of 1974, as 
amended. 

There are no national income limits for applicants, but the statute requires 
participating communities to give priority to loans to low- and moderate- 
income owner-occupants. Beginning in January 1985, the Department has charged 
a minimum interest rate of three percent for lower-income owner-occupant 
families (80 percent or less of the area median income adjusted for family 
size) and a varying interest rate for all other loans.* In addition, at the 
direction of OMJ3, the Department charges a one percent risk premium, which is 

. added to the contract interest rate for the loan. The term of a Section 312 
loan cannot exceed 20 years or three-fourths of the remaining economic life of 
the property, whichever is shorter. This part of the chapter reports on 
Section 312 program activity on a cumulative and Fiscal Year 1986 basis. 

I 

CURRENT PROGRAM STATUS 

PROGRAM FUNDING 

Since its beginning in 1964 through FY 1986, the Section 312 program has 
awarded 98,575 loans totaling $1.363 billion for the rehabilitation and 
occasional refinancing of housing. Congress, however, has appropriated no new 
funding for the Section 312 program since FY 1981. Since then, the program 
has depended for funding support entirely on loan repayments, recovery of 
prior year commitments, and the unobligated balance from previous years. 
These sources generated a total of $175.636 million for FY 1986. From that 
amount, $40.411 million was obligated for loans in 201 communities during FY 
1986. After other expenses (i.e., loan servicing, acquired security and 
collateral, and administrative expenses), an unobligated balance of $111.575 
million remained at the end of the Fiscal Year. Table 4-22 presents a summary 
of Section 312 lending activity for FY 1986. 

Section 312 program activity in FY 1986, with 1,180 loans in the amount of 
$40.411 million, declined notably from FY 1985 when 3,750 loans in the amount 
of $75.007 million were made. Congress made $81.345 million available t o  
loans in the program on July, 3, 1986. However, because the funds became 

* The variable interest rate becomes fixed on the date of approval at the 
yield of government securities with a comparable maturity, usually 20 
years. 
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available so late in the Fiscal Year, only $40.4 million was obligated in 
loans in FY 1986. 

In FY 1986, 88 percent of Section 312 assistance went to owners of single- 
family housing, and 12 percent went to owners of all other properties. That 
contrasts with 74 percent to multifamily properties and 26 percent to single- 
family properties during FY 1983, pursuant to HUD-imposed restrictions since 
dropped at the direction of Congress. 

TABLE 4-22 

CHARACTERISTICS OF SECTION 312 LOANS FOR PP 1986 

Single Family Loans* I_ 

Total Loan Amount $35,375,881 
Number of Loans 1,164 
Mean Amount Per Loan $30,392 
Number of Dwelling Units 1,292 
Units Rehabilitated Per Loan 1.11 
Mean Amount Per Unit $27,381 

All. Other Loans** 

Total Loan Amount $5,036,197 
Number of Loans 16 
Mean Amount Per Loan $31 4,762 
Number of Dwelling Units 268 
Units Rehabilitated Per Loan 16.75 
Mean Amount Per Unit $18,794 

* 
** 

Single Family refers to buildings of one-to-four units. 
This category includes all multifamily, non-residential, 
and mixed use loans. 

- -I__-- 

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, compiled by the Office of Program Analysis and Evaluation 
from information provided by the Office of Urban Rehabilitation and the 
Office of Management. 

SECTION 312 LOAN COLLECTION ACTIVITY 

Active Section 312 loans are serviced through a number of contracts and 
subcontracts. The Federal National Mortgage Association (FNMA) and its 
private servicers administer 71 percent of the outstanding loans and 53 
percent of the outstanding loan amount. The HUD Central Office manages the 
remaining loans, including defaulted loans and all new loans, through a 
private contractor. Table 4-23 summarizes the status of the Section 312 Loan 
portfolio. 
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TABLE 4-23 

Status 
Current 
Delinquent": 

3 months or less 
More than 

3 months 
In Legal Action 
Total 

Status 
Current 
Delinquent'' : 

3 months or less 
More than 

3 months 
In Legal Action 
Total 

STATUS OF SECTION 312 LOAN PORTFOLIO 
FOR FY 1984 - FY 1986 
(Dollars in Thousands) 

Loans 

Number Pct . Number Pct. Number Pet. 
FY 1986* 

__I- 

FY 1984* FY 1985" -- - 
_ _  

48,774 m- 48,016 - 8 T  47,192 

(5,487) ( 9) ( 5,668) (10) (5,194) ( 9) 
8,024 13 7,199 12 6,586 12 

(2,537) ( 4) ( 1,531) (3)  (1,392) ( 3) 

56,820 100% 6 0 , m  100% 59,273 100% 
5 7 4,058 - 7 3,042 - 3,894 .- 

Unpaid Balances 
---_I-- 

FY 1984* FY 1985* FY 1 9 8 6 r -  
Pet. Amount Pet. Amount 

$51 7,508 $515,460 74% $529,524 77% 
90,925 13 127,77 1 18 111,890 16 

(75,465) (11) (100,599) (14) (89,043) (13) 

-- 
- Pet. Amount - 

(15,460) ( 2) ( 27,172) (4) (22,847) ( 3)  
67; 440 52 416 - 8 49 886 7 

$675,873 i& $695,647 100% $691,300 100% 
FY 1984 data are as of November 30, 1984. 
of September 30 of their respective years. 
1985 and FY 1986 exclude loans not in loan servicing status, i.e., new 
loan approvals and loans in the process of foreclosure. Including all 
loans would raise the totals to $717.5 million and $709.7 million, 
respectively. 

FY 1985 and FY 1986 are as 
"Unpaid balances" for FY 

The delinquency figures in this table do not include cases in legal 
action. Including legal action cases in the delinquent category 
would increase, for example, the percentage of FY 1986 loans that are 
delinquent to 17 percent from the 12 percent noted on the "delinquent" 
line. The Department's annual budget presentations report the higher 
delinquency rates. 

SOURCE: U.S. Department of Housing and Urban Development, Community Planning 
and Development, compiled by the Office of Program Analysis and Evaluation, 
from information provided by the Office of Urban Rehabilitation and the 
Office of Management. 

As of the end of FY 1986, there'were 56,820 active Section 312 loans with 
unpaid balances totaling $691.3 million. Eighty-three percent of all 
outstanding Section 312 loans and 77 percent of the outstanding loan amounts 
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are current. If only the seriously delinquent loans (usually defined as three 
or more months delinquent) are considered, then seven percent of the Section 
312 loans and ten percent of the Section 312 loan amounts were seriously 
delinquent or in legal action as of September 30, 1986. 

The past three years has been a period with historically high levels of 
defaults in the conventional market, yet the Section 312 delinquency rate has 
decreased over this period. Table 4-23 indicates that the proportion of loans 
whose repayment is current has increased from 80 percent to 83 percent, and 
that 77 percent of the outstanding loan amounts are in loans whose repayment 
is current (up from 74 percent last year). 

In FY 1986 the number of loans in serious difficulty decreased to eight 
percent from 10 percent in the previous year. The amount of the loans that 
were in legal action declined again to seven percent of the total funds 
outstanding. 

CHARACTERISTICS OF SINGLE-FAMILY LOAN RECIPIENTS* 

Based on a review of a very small sample of FY 1986 approved loan applications 
available at HUD Headquarters, Section 312 loan recipients appear to be 
relatively young and to have modest incomes. In a large percentage of the 
applications reviewed, the applicant reported an income of $20,000 or less, 
and most applicants were under 40 years of age. 

CHARACTERISTICS OF PARTICIPATING COMMUNITIES 

During FY 1986, property owners in some 201 communities obtained Section 312 
loans. Single-family loans comprised the only form of Section 312 activity in 
94 percent of those communities. In two percent of these communities only 
multifamily Section 312 loans were issued and in four percent both single- and 
multifamily loans were made. 

Sixty-two of the 201 (31 percent) communities with Section 312 loans reported 
using $7.3 million in the rehabilitation of 319 Urban Homesteading properties 
with 341 units. For 236 of those units, accounting for $5.3 million of 
Section 312 monies, Section 312 was the sole source of rehabilitation 

-- * Because the Section 312 Loan funds were Kot available for allocation to 
participating communities until July 1986, relatively few loans (less than 
1,200) have been made with these funds. 
are not required to forward all documents to the servicer in Washington, DC 
immediately after the approval, this information is based on only 61 
approved applications. 

Moreover, because Field Offices 
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financing. For the remaining 105 units, accounting for $2.0 million, Section 
312 support was used in concert with other assistance, e.g., CDBG loans, other 
public financing, and private financing. 

Of the 201 communities with 312 loans, 174 (87 percent) were cities o r  towns, 
twenty-seven (13 percent) were counties. Of the cities and towns, 143 were 
large o r  central cities, thereby meeting the criteria for Entitlement status 
in the CDBG program. The remaining are smaller cities. 
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CHAE'TER 5 

SECREXARY'S DISCRE!lTONARY E"D, MANAGEMENT 
I N I T I A T I V E S  AND PROGRAM MONITORING 

This chapter  covers t h e  FY 1986 opera t ion  of the  Sec re ta ry ' s  Discret ionary 
Fund and t h e  Neighborhood Development Demonstration program, t h e  e f f o r t s  of 
the  Office of Community Planning and Development t o  support  management 
i n i t i a t i v e s  of t h e  Department, and a c t i o n s  t o  ensure grantees  a r e  car ry ing out  
s t a t u t o r y  programs i n  conformity wi th  program requirements. 

The f i r s t  p a r t  of t h i s  chapter  covers seve ra l  programs operated out  of t h e  
Sec re ta ry ' s  Discre t ionary  Fund. The second descr ibes  the  Neighborhood 
Development Demonstration program. The t h i r d  r e p o r t s  on Departmental 
management i n i t i a t i v e s ,  inc luding encouraging en t repreneur ia l  a c t i o n s  on t h e  
p a r t  of S t a t e  and l o c a l  governments t o  improve t h e i r  e f f i c i e n c y  and 
e f fec t iveness .  The f o u r t h  r e p o r t s  on a v a r i e t y  of e f f o r t s  t o  monitor and 
a u d i t  CPD-administered programs. The f i n a l  p a r t  descr ibes  Departmental 
e f f o r t s  t o  achieve f a i r  housing and equal opportunity ob jec t ives  i n  community 
development programs. 

PART ONE: THE SECRETARY'S DISCRETIONARY FUND PROGRAM 

The Secre ta ry ' s  Discret ionary Fund i s  authorized by Section 107 of t h e  Housing 
and Community Development Act of 1974 t o  provide a source of non-entitlement 
funding f o r  s p e c i a l  groups and p ro jec t s .  During FY 1986, the  $60.5 mi l l ion  
appropr ia t ion  fo r  t h e  Fund (reduced t o  $57.9 mi l l ion  by t h e  Gram-Rudman- 
Holl ings seques t ra t ion)  supported s e v e r a l  program areas: The CDBG program f o r  
Indian Tr ibes  and Alaskan Natives, t h e  CDBG program for  Insu la r  Areas, and t h e  
Technical Assistance and Specia l  P ro jec t s  programs. This s e c t i o n  of the  
chapter  desc r ibes  t h e  amounts of funds a l loca ted  through these  programs and 
summarizes how these  funds were used. 

THE CDBG PROGRAM FOR INDIAN TRIBES AND ALASKAN NATIVES 

The Indian CDBG program provides funding f o r  Indian Tribes,  bands, groups or 
nat ions  inc luding Alaskan Indians,  Aleuts,  Eskimos or Alaskan Native v i l l a g e s  
t h a t  are e l i g i b l e  under Tit le  I of t h e  Indian Self-Determination and Education 
Assistance Act or t h e  S t a t e  and Local F i s c a l  Assistance Act of 1972. 

Funds f o r  t h e  CDBG Indian program are a l l o c a t e d  t o  t h e  s i x  HUD Off ices  of 
Indian programs according t o  a formula t h a t  includes t h e  Indian  populat ion i n  
t h a t  O f f  ice ' s j u r i s d i c t i o n  and t h e  e x t e n t  of poverty and overcrowded housing 
among t h a t  population. I n  a d d i t i o n  t o  t h e  formula a l l o c a t i o n ,  each Indian 
F ie ld  Off ice  is  a l loca ted  $500,000 as a base amount t o  which t h e  formula 
a l l o c a t i o n  is  added. The base amount is intended t o  reduce year- to-year 
f l u c t u a t i o n s  i n  Fie ld  Office funding l e v e l s  due t o  changes i n  t h e  
appropr ia t ion .  
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I n  FY 1986, $25.8 m i l l i o n  of CDBG funds were a l l o t t e d  from t h e  Secre tary ' s  
Discre t ionary  Fund f o r  t h e  CDBG Indian program. Each of the  s i x  HUD Offices 
of Indian programs subsequently d i s t r i b u t e d  its share  of funds by competition 
among t r i b e s  us ing a r a t i n g  and ranking system designed by t h a t  Office. Among 
t h e  f a c t o r s  used i n  t h e  FY 1986 competitions were t h e  app l i can t s '  needs, the  
impact of t h e  proposed p r o j e c t  on those needs, and t h e  q u a l i t y  of the  proposed 
p ro jec t .  Each of t h e s e  systems was reviewed by HUD Headquarters t o  ensure 
consistency i n  s e l e c t i o n  procedures while allowing maximum f l e x i b i l i t y  t o  
address d i f f e r e n t  s i t u a t i o n s  among t h e  regions.  

Activities Funded. The Indian  Community Development Block Grant program 
al lows app l i can t s  t o  se t  t h e i r  own p r i o r i t i e s  and t o  reques t  funding fo r  any 
a c t i v i t y  e l i g i b l e  under t h e  CDBG program. To da te ,  89 awards, t o t a l i n g  $24.6 
mi l l ion ,  have been made t o  Indian  t r i b e s  f o r  FY 1986. These 89 awards 
supported a to ta l  of 100 a c t i v i t i e s .  About 60 percent  of t h e s e  g ran t  funds 
were awarded t o  a p p l i c a n t s  reques t ing  a s s i s t a n c e  for housing r e h a b i l i t a t i o n  
and economic development p ro jec t s .  (See Table 5-1.) The remaining g r a n t s  
were made t o  assist i n f r a s t r u c t u r e  p r o j e c t s  (water, sewer, roads,  f lood 
control, and electrical s e r v i c e s ) ,  community fac i l i t i es  (daycare cen te r s ,  
h e a l t h  cen te r s ,  community c e n t e r s ,  etc.) o r  o t h e r  a c t i v i t i e s .  Table 5-1 shows 
the  number and t o t a l  amounts of the  awards t h a t  were made i n  FY 1986 f o r  each 
of these types  of a c t i v i t i e s .  

TABLE 5-1 

CDBG INDIAN PROGRAM FUNDING BY TYPE OF ACTIVITP, 
ET 1986* 

(Dollars in Thousands) 

Act iv i ty  
A c t i v i t i e s  

Number Percent 
Funds 

Amount Percent 

Housing Rehab. 33 3 3% $ 7,372 3 0% 
Economic 

Development 27 27 7,023 29 
I n f r a s t r u c t u r e  20 20 5,240 21 
Community 
F a c i l i t i e s  17 17 4,266 17 
Other 

Total 
3 - 3 

100 100% 
3 

$24,613 100 
- 71 2 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation. 

TBE CDBG INSULAR AREAS PROGRAM 

The CDBG I n s u l a r  Areas program provides funds t o  t he  Virgin I s l ands ,  Guam, t h e  
Commonwealth of Northern Mariana Is lands ,  American Samoa and the  Trust  
Territories of t h e  Pacific. Funds are d i s t r i b u t e d  t o  HUD F ie ld  Offices and 
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earmarked for  i n s u l a r  areas based s o l e l y  on population. 
F ie ld  Office serving them f o r  p r o j e c t  funding. 

Grantees apply t o  t h e  

I n  FY 1986, $6.0 mi l l ion  was a v a i l a b l e  t o  grantees  i n  t h e  fol lowing amounts: 
The Trus t  T e r r i t o r i e s  of t h e  P a c i f i c  ($1.7 mi l l ion) ,  t h e  Virgin I s l ands  ($2.0 
m i l l i o n ) ,  Guam ($1.4 mi l l ion)  American Samoa ($. 5 mi l l ion)  , and t h e  Northern 
Marianas ($. 4 mi l l ion) .  

To date, app l i ca t ions  from t h e  Trus t  T e r r i t o r i e s ,  Guam, 'American Samoa, and 
t h e  Northern Marianas have been approved. The CDBG funds w i l l  be used for  
community f ac i l i t i e s  ($1,476,8001, i n f r a s t r u c t u r e  development ($1,021,900), 
admin i s t r a t ive  expenses ($766,470), economic development ($508,000), and 
housing r e h a b i l i t a t i o n  ($350,000). Applications from t h e  Virgin I s l ands  are 
still under review by HUD. 

THE TECHNICAL ASSISTANCE AND SPECIAL. PROJECTS PROGRAMS 

HUD uses  t h e  Technical Assistance (TA) and Special  Projec ts  components of the 
Sec re ta ry ' s  Discret ionary Fund t o  assist p a r t i c i p a n t s  i n  CPD-administered 
programs t o  acquire  or improve s k i l l s  related t o  community and economic 
development a c t i v i t i e s  and t o  address  s p e c i a l  community development needs. In  
FY 1986, HUD a l loca ted  $14.7 mi l l ion  fo r  the  TA program and $11.4 mi l l ion  fo r  
Specia l  Projects. 

I n  FY 1986, HUD awarded $14.6 m i l l i o n  f o r  87 t echn ica l  a s s i s t a n c e  g r a n t s  and 
con t rac t s .  A sample of more than one-half (48) of t h e  TA c o n t r a c t s  awarded i n  
FY 1986 shows t h e  more d e t a i l e d  characteristics of these  p ro jec t s .  About h a l f  
of t h e  sample awards went t o  p r o j e c t s  t h a t  were designed t o  assist local 
off ic ia ls  i n  undertaking economic development a c t i v i t i e s  i n  t h e i r  
communities. One example of t h i s  type  of p ro jec t  was a con t rac t  t o  h e l p  local 
community development o f f i c i a l s  develop a plan  t o  enlarge  t h e  c e n t r a l  business 
d i s t r i c t  as a s p e c i a l t y  commercial area which includes housing, entertainment 
and c u l t u r a l  uses. Other examples are t h e  establishment of a Lender 
Commitment Program t o  assist new or expanding businesses and t h e  convocation 
of s p e c i a l  forums t o  encourage commitment of elected o f f i c i a l s  t o  economic 
development projec ts .  Other t echn ica l  a s s i s t ance  awards were made t o  support 
h i s t o r i c a l l y  Black co l l eges  and t o  assist local off ic ia ls  i n  undertaking 
housing r e h a b i l i t a t i o n  and d i s t r i c t  hea t ing  and cooling projects. 

About one quar t e r  of t h e  funds i n  t h e  48-project sample went t o  not- for- prof i t  
f i r m s ;  another  quar t e r  of t h e  funds went t o  various l e v e l s  of government, 
inc luding assoc ia t ions  of governments. For-profit  f i rms  were awarded about a 
q u a r t e r  of t h e  funds, and p r i v a t e  a s soc ia t ions ,  u n i v e r s i t i e s  and a v a r i e t y  of 
other groups received t h e  balance of t h e  funds. 

Providing oppor tun i t i e s  t o  Minority Business Enterpr ises  (MBEs) is  a major 
p r i o r i t y  f o r  t h e  Technical Assistance program. Ten of t he  organiza t ions  
funded through t h e  TA program were themselves MBEs, and 14 o t h e r  p r o j e c t s  were 
designed, i n  p a r t ,  t o  promote t he  p a r t i c i p a t i o n  of minori ty business 
e n t e r p r i s e s  i n  l o c a l  community and economic development programs. I n  a l l ,  50 
percent  of t h e  TA p r o j e c t s  funded and 58 percent of t h e  funds awarded d i r e c t l y  
supported t h i s  p r i o r i t y .  
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Specfal Projects Program. The Community Development Specia l  P ro jec t s  program 
enables HUD t o  award g r a n t s  t o  S t a t e s  and u n i t s  of genera l  l o c a l  government 
f o r  s p e c i a l  p r o j e c t s  t h a t  address community development ac t iv i t i e s  cons i s t en t  
with t h e  purposes of T i t l e  I of t h e  Housing and Community Development Act of  
1974, as amended. 

I n  FY 1986, t h e  Department made 14 g ran t s  t o t a l i n g  $4.7 mi l l ion  under t h e  
Specia l  Projects program. The remainder of t h e  a l l o c a t e d  funds is  under 
r e se rva t ion ,  and g r a n t s  are being negotiated.  The purposes of t h e  individual  
g r a n t s  var ied  widely, but they can be grouped i n t o  four  broad ca tegor ies .  
Three of these  categories--housing- related a c t i v i t i e s ,  water and sewer 
p r o j e c t s ,  and o t h e r  publ ic  works and improvements--received similar amounts of 
funds,  each approximately $1.3 mi l l ion .  The f o u r t h  category, economic 
development projects, received about $.8 mil l ion.  

One of t h e  1 4  awards went t o  Brookhaven, New York, t o  assist t h a t  community i n  
i n s t a l l i n g  a publ ic  water main; another  was made t o  Bogalousa, Louisiana, t o  
he lp  t h a t  community r e p a i r  i t s  water and sewer systems which were damaged by 
Hurricane Elena. Other Specia l  P ro jec t s  awards made during FY 1986 were used 
t o  expand a minority-owned t rucking terminal  i n  a b l ighted  neighborhood of 
Omaha, Nebraska, and r e p a i r  s t r u c t u r a l  problems i n  two Tougaloo College 
dormitories .  

PART TWO: THE NEIGHBORHOOD DEVELOPMENT DEMONSTRATION PROGRAM 

Background. Sect ion  123 of t h e  Housing and Urban-Rural Recovery Act of 1983 
author ized  t h e  Neighborhood Development Demonstration program (NDDP). The 
purpose of  t h e  Demonstration is: 

t o  determine t h e  f e a s i b i l i t y  of support ing e l i g i b l e  neighborhood 
development a c t i v i t i e s  by providing Federal matching funds t o  e l i g i b l e  
neighborhood development organiza t ions  on t h e  bas i s  of t h e  monetary 
support such organiza t ions  have received from ind iv idua l s ,  businesses and 
nonprof i t  o r  o t h e r  organiza t ions  i n  t h e i r  neighborhoods p r i o r  t o  rece iv ing 
a s s i s t a n c e  under t h i s  s e c t i o n  (P .  L. 98-181). 

The 1985 HUD-Independent Agencies Appropriation Act (P. L. 98-371 1 provided $2 
m i l l i o n  f o r  t h e  Neighborhood Development Demonstration. The Appropriation Act 
conferees agreed t h a t  t h i s  $2 mi l l ion  would be made a v a i l a b l e  from funds 
c a r r i e d  over from t h e  FY 1984 Community Development Block Grant program as 
author ized  by t h e  1983 Act. I n  October 1986, t h e  1986 Appropriations Act f o r  
t h e  Fiscal Year 1987 (P .  L. 99-591 ) appropriated $2 mil l ion  t o  continue t h e  
demonstration i n  1987. 

Program Administration. To be e l i g i b l e  t o  p a r t i c i p a t e  i n  t h e  program, a 
neighborhood o rgan iza t ion  is  required  t o  be a p r iva te ,  voluntary,  nonprofi t  
corpora t ion  t h a t :  has  conducted business f o r  a t  least  three years p r i o r  t o  t h e  
d a t e  of app l i ca t ion ;  is  responsib le  t o  r e s i d e n t s  of i t s  neighborhood through a 
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governing body, t h e  major i ty  of which are r e s i d e n t s  of t h e  area t o  be served;  
is opera t ing  wi th in  a UDAG-eligible area; and conducts one or more e l ig ib le  
neighborhood development a c t i v i t i e s  t h a t  have as t h e i r  primary b e n e f i c i a r i e s  
low- and moderate-income persons. 

HUD published t h e  Notice of Funding Ava i l ab i l i ty  fo r  t h e  first demonstration 
i n  t h e  Federal Register on August 23, 1984. More than 1,200 reques t s  for  
a p p l i c a t i o n  packages were received i n  response t o  t h i s  Notice. The 
organiza t ions  selected t o  p a r t i c i p a t e  i n  t h e  NDDP were announced on February 
21, 1985. Since t h i s  announcement, seven of t h e  o r i g i n a l  44 organiza t ions  
have dropped out  of t h e  program and one was added, r e s u l t i n g  i n  t h e  cu r ren t  
number of 38 a c t i v e  neighborhood development organiza t ions  ( N D O s ) .  

Characteristics of the Funded NDOs. The funded NDOs are r e l a t i v e l y  small 
organizat ions.  A f u l l  20 percent of t h e  NDOs had annual budgets of less than 
$50,000 a t  t h e  time of t h e i r  app l i ca t ion  f o r  t h e  Demonstration, and another  37 
percent  had budgets between $50,000 and $150,000. I n  c o n t r a s t ,  however, t h e r e  
were also a few r e l a t i v e l y  large NDOs (12%) t h a t  had annual budgets t h a t  
exceeded $500,000. I n  terms of staff s i z e ,  most NDOs (54%) had between two 
and n ine  employees, and 10 percent  had only one fu l l- t ime  employee. The 
largest 25 percent of t h e  NDOs had t e n  or more staff persons. Again t h e  
d i s t r i b u t i o n  i s  skewed toward t h e  low end of t h e  scale, as reflected i n  t h e  
median s t a f f  s i z e  of s i x  compared t o  an  average of t e n  employees overa l l .  

Project Characteristics. The largest share of t h e  NDDP p r o j e c t s ,  68 percent ,  
are e i t h e r  housing p r o j e c t s  or ttmixedtt p r o j e c t s  containing a housing component 
and an a d d i t i o n a l  secondary a c t i v i t y .  When measured i n  terms of p r o j e c t  
budgets, approximately 58 percent  of t h e  p r o j e c t s  devote t h e  major i ty  of t h e i r  
resources  t o  housing. Seventeen percent  of the  NDOs planned p r o j e c t s  t o  
s t imula te  local business development. Among t h e  a c t i v i t i e s  they planned t o  
undertake were t h e  promotion of small business incubators  and t h e  provis ion  of 
l o a n  guarantees.  Ten percent  planned neighborhood s e r v i c e  a c t i v i t i e s ,  such as 
h e a l t h  care or day care, and a few ( 5 % )  planned neighborhood improvements such 
as clean-up campaigns, vacant- lot  reuse ,  or c r e a t i n g  gardens and mini-parks. 
Many p r o j e c t s  involved combining more than one of these  a c t i v i t i e s .  

Local Fundraising Techniques. The incent ive  matching g ran t  design of NDDP 
r equ i red  t h a t  t h e  local match be raised from wi th in  t h e  NDOs '  neighborhoods 
before t h e  Federal  funds would be released. NDOs, however, could have raised 
t h e  local match i n  any of a v a r i e t y  of ways they might select, inc luding 
s o l i c i t i n g  funds from ind iv idua l s ,  businesses and nsn- prof i t  organiza t ions .  

The most common fundra i s ing  method, used by 81 percent of t he  NDOs 
p a r t i c i p a t i n g  i n  t h e  NDDP, was t o  s o l i c i t  con t r ibu t ions  from neighborhood 
businesses,  i n  p a r t i c u l a r ,  small businesses. While s o l i c i t i n g  businesses was 
by far t h e  most f requent  fundra i s ing  method used, two o t h e r  methods were t r i e d  
by more t h a n  one-half of t h e  NDOs. F i f ty- s ix  percent  of t h e  NDOs sought 
con t r ibu t ions  from ind iv idua l s  wi th in  t h e  neighborhood, most o f t e n  by 
s o l i c i t i n g  funds through t h e  mail, telephone or door-to-door canvassing, and 
assess ing  membership dues f o r  the organizat ion.  The o t h e r  fundra is ing  
s t r a t e g y  employed by a major i ty  of p a r t i c i p a t i n g  NDOs was t o  sponsor a s p e c i a l  
event  such as a raffle, d inner ,  or street  f e s t i v a l .  
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Local Fundraising Progress. A s  of t h e  end of December 1986, t h e  38 a c t i v e  
NDOs.had r a i s e d  more than $885,000 f o r  t h e i r  NDDP projects and had requested 
$1 .5 mil l ion  of Neighborhood Development Demonstration- program matching g ran t  
funds. This la t te r  f i g u r e  r ep resen t s  about 93 percent of g r a n t s  awarded. 

A l m o s t  three- four ths  of t h e  a c t i v e  NDOs (27 of 38) have reached 100 percent  or 
more of t h e i r  fundra is ing  goal ,  and another  13 percent have r a i s e d  more than 
90 percent.  Only about f i v e  percent  of t h e  a c t i v e  NDOs have ra i sed  less than 
one-half of t h e i r  goals. 

PART THREE: M A G E M W T  AND POLICY INITIATIVES 

A number of  management i n i t i a t i v e s  were undertaken i n  FY 1986 by t h e  Office of 
Community Planning and Development t o  promote t h e  goals  and ob jec t ives  of t h e  
Department. Included among these i n i t i a t i v e s  are: encouraging publ ic  
entrepreneurship;  f u r t h e r i n g  h i s t o r i c  preservat ion  and energy e f f i c i e n c y ;  and 
enhancing minor i ty  business en te rp r i se .  

PUBLIC ENTREPRENEURSHIP 

Throughout FY 1986, i n i t i a t i v e s  were undertaken t o  bring about improvements i n  
t h e  q u a l i t y  of l o c a l  government management i n  housing and community 
development and t o  improve t h e  working r e l a t i o n s  between S t a t e  and l o c a l  
governments and t h e  p r i v a t e  sector. These a c t i v i t i e s  have been included under 
t h e  term "public  entrepreneurship.  

Publ ic  ent repreneurship  is t h e  innovative and bus iness l ike  management of 
pub l i c  resources  t o  improve the  q u a l i t y  and e f f i c i e n c y  of providing community 
fac i l i t i es  and s e r v i c e s  and t o  a t t ract  p r i v a t e  s e c t o r  involvement i n  community 
development a c t i v i t i e s .  Publ ic  entrepreneurship may apply t o  a l l  a c t i v i t i e s  
which can be funded through HUD programs, inc luding housing, economic and 
community development, publ ic  f ac i l i t i e s  and r e l a t e d  publ ic  services .  It may 
also apply t o  community and economic develoment a c t i v i t i e s  without Federal 
p a r t i c i p a t i o n .  Typica l ly ,  t h e s e  ac t iv i t ies  may inc lude  one or more of a 
v a r i e t y  of f e a t u r e s :  e f f i c i e n t  publ ic  adminis t ra t ion ,  c i t i z e n  p a r t i c i p a t i o n ,  
pub l i c /p r iva te  par tnerships ,  p r i v a t e  investment leveraging,  and p r i v a t i z a t i o n .  

Among t h e  a c t i v i t i e s  f o r  promoting publ ic  entrepreneurship i n  FY 1986 were 
many d ive r se  a c t i v i t i e s  of the CPD f i e l d  offices, publ ica t ions ,  t h e  n a t i o n a l  
recogni t ion  program, and e n t e r p r i s e  zones. 

Field Off ice Activity. Fie ld  Offices have supported many publ ic  
en t repreneur ia l  a c t i v i t i e s .  Among them are: promotion of community 
p a r t i c i p a t i o n  i n  t h e  National Recognition Program; c r e a t i o n  of a demonstration 
c i t y  i n  one S t a t e  t o  tes t  publ ic /pr iva te  par tnership  ideas ;  publ ica t ion  of 
information on outs tanding p r o j e c t s  by Region 11; c r e a t i o n  of clearinghouses 
i n  t h e  At lanta  and San Francisco offices; use of t e c h n i c a l  a s s i s t ance  funds t o  
f inance  economic development forums i n  Kentucky and t o  h e l p  small c i t i e s  i n  
Ohio; exp lo ra t ion  of expanded involvement of t h e  Federal  Home Loan Bank Board 
and the Federal  Reserve f o r  community development a c t i v i t i e s ;  and promotion of 
t h e  use  of i n t e r i m  f inanc ing  fo r  economic development. 
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Publications. HUD and t h e  Par tners  fo r  Livable Places wrote and published The 
Entrepreneurial  American Ci ty  and d i s t r i b u t e d  some 50,000 copies i n  response 
t o  requests .  It inc ludes  examples of c i t y  p r o j e c t s  t h a t  have been successful  
i n  making use  of publ ic  and p r i v a t e  funds and resources  t h a t  improve publ ic  
en t repreneur ia l  programs. This publ ica t ion  has also created i n t e r e s t  
abroad. Other coun t r i e s  are at tempting t o  l e a r n  about communities i n  t h e  
United S t a t e s  which have leveraged p r i v a t e  funds and improved t h e  q u a l i t y  and 
e f f i c i e n c y  of local government management. A German vers ion  of t h e  document 
has been published. 

- 

The National Recognition Program. I n  FY 1986, CPD conducted t h e  t h i r d  
n a t i o n a l  awards program, The National Recognition Program f o r  Community 
Development Excellence. It acknowledged communities t h a t  have used t h e  
Community Development Block Grant program or local funds i n  c r e a t i n g  
outstanding pub l i c /p r iva te  par tnerships .  This awards program was designed 
s p e c i f i c a l l y  t o  encourage greater l o c a l  se l f- re l i ance  by iden t i fy ing  
successful  p r o j e c t s  which can be used t o  create pub l i c /p r iva te  par tnerships .  
The following c r i t e r i a  were used i n  judging t h e  p r o j e c t s  or programs submitted 
f o r  considerat ion:  usefulness  as a model for  o t h e r  communities; p r i v a t e  funds 
leveraged; job  c r e a t i o n  and r e t e n t i o n ;  f i n a n c i a l  se l f- suf f i c i ency ;  benef i t  t o  
t h e  community; degree of innovation;  and amount of spin-off development. Over 
400 S t a t e s  and local communities submitted p r o j e c t s  and programs f o r  
considerat ion.  

Technical Aasistance. HUD continues t o  use i t s  t echn ica l  a s s i s t ance  program, 
described i n  t h e  first s e c t i o n  of t h i s  chapter ,  t o  assist local programs t h a t  
promote publ ic  entrepreneurship.  Among the  technica l  a s s i s t a n c e  p r o j e c t s  are 
those  designed t o  s t imula te  housing r e v i t a l i z a t i o n  and economic development, 
s t rengthen downtown commercial areas, improve management and de l ive ry  of 
f inancing to  small businesses,  and assist e lec ted  officials  i n  t h e  development 
and implementation of publ ic  en t repreneur ia l  a c t i v i t i e s  i n  CDBG and UDAG 
programs. 

Enterprise Zones. There has been a continuance of an  a c t i v e  outreach program 
by t h e  Office of Community Planning and Development t o  promote pub l i c /p r iva te  
pa r tne r sh ips  i n  En te rp r i se  Zones. One of those  outreach a c t i v i t i e s  is  t h e  
publ ica t ion  of t h e  En te rp r i se  Zone Notes t h a t  informs S t a t e s  and locali t ies  
about Enterpr ise  Zone events .  HUD has supported Enterpr ise  Zones by 
p a r t i c i p a t i n g  i n  numerous conferences, making speeches and presenta t ions  and 
maintaining a clearinghouse fo r  Enterpr ise  Zone a c t i v i t i e s .  

CPD prepared a detai led r e p o r t ,  State-Designated Enterpr ise  Zones, Ten Case 
Studies ,  and a rev i sed  Direc tory  of Enterpr ise  Zone O f f i c i a l s  t o  improve 
communications among local governments wi th  Enterpr ise  Zones. I n  add i t ion ,  
t h e  Office of Policy Development and Research published t h e  annotated 
bibliography, Enterpr ise  Zones i n  America, A Selected Resource Guide. 

A number of En te rp r i se  Zone b i l l s  were introduced i n  t h e  99th Congress, but  
none were enacted. Although somewhat varied,  each b i l l  had t h e  common t h r u s t  
of providing s p e c i a l  Federal  incen t ives ,  e i t h e r  t a x  or non-tax, and of 
encouraging businesses t o  i n v e s t  i n  distressed areas, t o  create jobs and 
con t r ibu te  t o  economic r e v i t a l i z a t i o n .  



The En te rp r i se  Zone concept has been adopted by 32 S t a t e s .  Enterpr ise  Zone 
incen t ives  have been designated i n  more than 1,425 areas ( i n  625 
j u r i s d i c t i o n s )  i n  21 S t a t e s .  S t a t e s  have repor ted  over  90,000 jobs  t h a t  have 
been r e t a i n e d  or  crea ted  i n  Enterpr ise  Zones. They have noted a l s o  t ha t  more 
than  $6.0 b i l l i o n  i n  c a p i t a l  investments are planned o r  underway. 

ENERGY INITIATIVES 

I n  1980, Congress recognized tha t  increas ing energy costs had l l ser ious ly  
undermined t h e  q u a l i t y  and o v e r a l l  e f fec t iveness  of l o c a l  community and 
housing development a c t i v i t i e s "  and c a l l e d  f o r  llconcerted a c t i o n  by Federal,  
S t a t e ,  and local governments t o  address  t h e  economic and social hardships....1t 
of increased costs. The 1980 Amendments t o  the  Housing and Community 
Development Act incorporated t h i s  emphasis on energy and included a new 
o b j e c t i v e  fo r  Community Development programs--%he conservation of t h e  
Nation 's  scarce energy resources ,  improvement of energy e f f i c i ency ,  and t h e  
provis ion  of a l t e r n a t i v e  and renewable energy sources of supply." (See 
Sect ion  101(c) .)  

I n  support  of t h i s  ob jec t ive ,  FY 1986 HUD energy a c t i v i t i e s  emphasized 
providing a s s i s t a n c e  t o  l o c a l i t i e s  i n  developing d i s t r i c t  hea t ing  and cooling 
systems, promoting energy- eff ic ient  r e h a b i l i t a t i o n  and publ ic  awareness of t he  
b e n e f i t s  t o  local communities of investments i n  energy, and e s t a b l i s h i n g  
interagency agreements t o  f u r t h e r  energy-conservation goals .  Guidance was 
of fe red  t o  locali t ies and S t a t e s  on t h e  use of CDBG and UDAG programs t o  
promote community and economic development through energy e f f i c i ency .  Strong 
emphasis was placed on s t rengthening p r i v a t e  s e c t o r  p a r t i c i p a t i o n  i n  achieving 
t h e s e  ob jec t ives .  

Developing Community Energy Systems. Through the Secre ta ry ' s  Discre t ionary  
Fund, energy- related technical ass i s t ance  was provided fo r  f e a s i b i l i t y  
determination and design of Community Energy System p r o j e c t s  involving 
d i s t r i c t  hea t ing  and cool ing  systems (DHC). DHC systems provide hea t ,  ho t  
water and cool ing  from a c e n t r a l  p lan t  with greater e f f i c i e n c y  and less 
p o l l u t i o n  than ind iv idua l  u n i t s .  Continued progress i n  DHC development took 
p lace  i n  FY 1986 i n  San Francisco and San Jose ,  CA; cons t ruct ion  was completed 
i n  Provo, UT, and Hibbing, MN; and const ruct ion  was s t a r t e d  i n  Baltimore, MD, 
and Spr ingf ie ld ,  MA; f i n a l  design and marketing were underway i n  Columbus, OH 
and Chicago, IL .  

The Department r e i s sued  a pol icy  n o t i c e  encouraging Public  Housing Author i t ies  
t o  cooperate with developers of nearby o r  planned DHC systems t o  reduce 
p r o j e c t  opera t ion  and maintenance cos t s .  I n  e leven c i t i es  developing DHC 
systems, t h e  anchor customers w i l l  be HUD-assisted housing p ro jec t s ,  serv ing 
over  13,000 units when completed. Technical a s s i s t a n c e  awards f o r  t h i s  
purpose were made t o  s i x  communities which began subs tan t ive  work t h i s  year. 
Permission f o r  l o c a l  a u t h o r i t i e s  t o  use HUD modernization funds on p r o j e c t s  
was included. 

I n  a d d i t i o n  t o  help ing cit ies maximize oppor tun i t i e s  f o r  p u b l i d p r i v a t e  
cooperat ion through DHC, t h e  Department provided t echn ica l  a s s i s t a n c e  t o  
S t a t e s  t o  set up programs t o  assist l o c a l i t i e s  i n  developing community-energy 
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systems. New Jersey, Pennsylvania, and Connecticut are implementing their 
programs with Oil Overcharge funds. To increase the effectiveness of CDBG 
funding in planning and developing waste-to-energy systems, technical 
assistance was provided to eight localities. Most of these projects were tied 
to the use of CDBG or  UDAG funds and were designed to promote economic and 
community development. 

Improving Energy Efficiency in Multifamily Rehabilitation. Studies show that 
50 percent of energy is wasted in many older multifamily buildings occupied by 
low-income households and originally built to now obsolete energy standards. 
A November 1986 study by the Lawrence Berkeley Laboratory indicated that in 
public housing, where the Department directly subsidizes utility costs, 
elimination of this waste could result in an annual savings estimated at $500 
million. Similar savings may be obtainable in other assisted housing, such as 
Section 8 and Section 202 elderly housing, at an additional estimated $500 
million annually to owners. Assistance provided for rehabilitation in the 
CDBG and Rental Rehabilitation programs also offers potential for substantial 
reductions in annual energy waste to owners and occupants. HUD programs thus 
may cut energy waste and costs to make housing more affordable and defray 
operating cost subsidies. 

To foster increased investment in weatherization and energy management during 
property rehabilitation, technical assistance was provided under a cooperative 
agreement with the National Association of Home Builders Research Foundation 
to HUD-assisted multifamily housing projects. Under an Interagency Agreement, 
HUD contributed to the Urban Consortium Task Force, focusing on strategic 
planning for energy projects in San Francisco (comprehensive program for 
commercial building tenants), Columbus (DHC) , St. Louis (shared savings for 
multifamily buildings), Chicago (balancing heating systems in multifamily 
buildings), and San Antonio (data on retrofit and savings). HUD continued the 
program of energy roundtables in major U. S. cities as in San Jose, CA, where 
property owners, energy-service companies, utilities, State energy Offices, 
lenders and local property rehabilitation staff initiated a process to address 
economic issues through cooperative energy actions. To improve the flow of 
information to local government and the private sector in support of greater 
energy efficiency through rehabilitation, a Federal interagency coordinating 
group was established. 

U s i n g  CDBG and UDAG Funding to Improve Energy Efficiency. For some States, 
the State Community Development Block Grant funds provide a special 
opportunity to assist small communities in addressing energy problems. The 
States may offer extra selection points for energy assistance in conjunction 
with rehabilitation o r  economic development activities. 

In FY 1984, the last year for which actual expenditure data are available, the 
CDBG Entitlement communities expended $10.8 million on weatherization, 
exclusive of other activities. Of this amount, $950,000 (10%) was devoted to 
weatherize multifamily units. Only those projects solely devoted to 
weatherization are listed separately in the HUD data base. 

Communities have incorporated energy strategies into their economic 
development programs as they became familiar with the economic benefits of 
investments in energy conservation and renewables. Jamestown, NY, joined with 
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i t s  county t o  e s t a b l i s h  a widely imi ta ted  i n d u s t r i a l  and commercial sector 
revolving loan program which enables businesses t o  repay loans  out  of energy 
c o s t  savings. Nebraska and Washington S t a t e  have developed economic models 
which enable communities t o  assess the  r e t u r n  rates of p o t e n t i a l  energy 
investments. 

I n  FY 1986, 17 percent  of UDAG program p r o j e c t s  funded incorporated energy- 
r e l a t e d  fea tu res .  These p r o j e c t s  a t t r a c t e d  $409.5 mi l l ion  i n  p r i v a t e  funds t o  
match t h a t  leveraged by $53 m i l l i o n  of UDAG funds, a r a t i o  of about eight 
p r i v a t e  t o  every Federal d o l l a r .  

Promoting Energy Awareness. I n  FY 1986, HUD continued t o  work coopera t ive ly  
wi th  publ ic  and p r i v a t e  organiza t ions  t o  provide local governments with 
t e c h n i c a l  information on energy programs and demonstrations, using t h e  
automated Local Govermment Information Network (LOGIN) .  This information 
system i s  designed t o  inc rease  awareness of investment b e n e f i t s  of CDBG- and 
UDAG-funded energy p r o j e c t s  and t h e  need t o  c u t  energy resource waste and 
mismanagement. HUD a l s o  co-sponsored with the  Department of Energy (DOE) t he  
Fourth National Conference on District Heating and Cooling. 

HISTORIC PRESERVATION 

The Housing and Community Development Act of 1974 es tab l i shed  an ob jec t ive  of 
h is tor ic  preservat ion  and authorized the  use of T i t l e  I funds f o r  t h e  
" r e s t o r a t i o n  and preservat ion  of proper t ies  of s p e c i a l  value f o r  h i s t o r i c ,  
a r c h i t e c t u r a l  or a e s t h e t i c  reasons." HUD has taken t h e  i n i t i a t i v e  t o  
encourage and monitor h i s t o r i c  preservat ion  ac t iv i t ies  which are p a r t  of 
local economic development and community r e v i t a l i z a t i o n  programs. 

Since FY 1978, t h e  Department has provided a s s i s t a n c e  f o r  h i s t o r i c  
p rese rva t ion  through both t h e  UDAG and CDBG programs. UDAG as s i s t ance  f o r  
p rese rva t ion  p r o j e c t s  t o t a l e d  $312.5 mi l l ion  between FY 1978 and FY 1986, 
compared with $76.1 m i l l i o n  from CDBG f o r  t h a t  purpose from FY 1979 t o  FY 
1986.. 

Annual UDAG h is tor ic  p rese rva t ion  expenditures between FY 1978 and FY 1986 
averaged $34.7 mi l l ion ,  ranging from a low of $7.3 mi l l ion  t o  a high of $68.1 
m i l l i o n  i n  FY 1983. The t r end  i n  spending for preservat ion  has been upward. 
I n  the  three-year period from FY 1983 t o  1985, $186.8 m i l l i o n  was expended f o r  
t h i s  purpose. !?Y 1986 da ta  are incomplete i n  t h a t  only 188 of t h e  t o t a l  of 
280 UDAG p r o j e c t s  funded during the year  have signed g r a n t  agreements and have 
been coded f o r  inpu t  i n t o  t h e  d a t a  base. The balance of t h e  p r o j e c t s  do not  
have signed agreements as yet .  

I I  

UDAG h i s t o r i c  p rese rva t ion  grants a l s o  leverage p r i v a t e  s e c t o r  funding. From 
FY 1978 t o  1986, UDAG h i s t o r i c  preservat ion  g r a n t s  t o t a l i n g  $312.5 mi l l ion  
leveraged $1.6 b i l l i o n  i n  p r i v a t e  s e c t o r  investment, f o r  a r a t i o  of one grant  
d o l l a r  t o  about 5.5 p r i v a t e  d o l l a r s .  
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Total  FY 1986 CDBG g r a n t s  f o r  Entitlement Cities are est imated a t  $2.1 
b i l l i o n .  O f  t h e  t o t a l  g ran t  funds, t h e  annual sum s o l e l y  a l l o c a t e d  t o  
h i s t o r i c  p rese rva t ion  diminished s t e a d i l y  from $13.2 mil l ion  i n  FY 1979 t o  
$6.4 mil l ion  i n  FY 1986, as communities concentrated on o the r  p r i o r i t i e s  or  
repor ted  these  types  of a c t i v i t i e s  under o t h e r  p ro jec t  ca tegor ies .  (See Table 
5-2. 

UDAG SUPPORT 

F i s c a l  
Year 

1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 

Tota l  

TABLE 5-2 

CDBG ENTITLEBENT AND 
FOR HISTORIC PRESISRVATION ACTIVITY 
FY 1978 - FY 1986 

(Dollars i n  mllions) 

CDBG 
Expenditures 

N/A 
$13.2 

12.5 
11.5 
9.9 
9.2 
8.4 

6.4 

$76.1 

5.0 

UDAG 
Expenditures 

$7.3 
19.8 
15.3 
24.3 
32.8 
68.1 
53.2 
65.5 
26.2 ( p a r t i a l )  

$312.5 

w 

NOTE: CDBG d a t a  fo r  FY 1978 do no t  inc lude  h i s t o r i c  preservat ion;  FY 1979 - FY 1986 CDBG data do not  inc lude  such o t h e r  funds as publ ic  fac i l i t i es ,  
planning, pub l i c  works, r e h a b i l i t a t i o n ,  and housing, which may also be 
used f o r  historic  preservat ion  purposes but are not so  designated i n  
g ran tee  r e p o r t s  t o  HUD. 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Program Analysis and Evaluation, Action Grant 
Agreement Data Base, CDBG Performance Monitoring and Evaluation Data Base. 

MINORITY BUSINESS ENTERPRISE (MBE) 

Encouraging p a r t i c i p a t i o n  by minority-owned firms i n  a l l  HUD's  programs i s  an 
area of p a r t i c u l a r  importance t o  t h e  President  and the  Secretary.  On 
September 17, 1981, President  Reagan promulgated a d i r e c t i v e  committing the 
Administration t o  expand efforts  t o  develop and encourage minori ty businesses. 
On Ju ly  14, 1983, t h e  President  i ssued Executive Order 12432. It provides 
guidance and overs igh t  fo r  t h e  Federal Government's ro le  wi th  r e s p e c t  t o  t h e  
development of minori ty business e n t e r p r i s e s  an? encouragement of greater 
economic oppor tuni ty  f o r  minori ty entrepreneurs.  The Office of Community 



Planning and Development has supported these  efforts since 1982 by 
e s t a b l i s h i n g  annual r eg iona l  goa l s  for  t h e  amount of c o n t r a c t  funds t o  be 
awarded t o  minority-owned firms. 

Fp 1 9 8 6  A c t i v i t y .  During FY 1986, t h e  Department continued t o  ensure t h a t  
minori ty business e n t e r p r i s e s  were included i n  a l l  CPD programs. CPD Fie ld  
Office staff provided t echn ica l  a s s i s t ance  t o  minori ty groups t o  increase  
t h e i r  abi- l i ty t o  p a r t i c i p a t e  i n  economic development, housing, commercial 
r e v i t a l i z a t i o n ,  and o t h e r  CDBG-related a c t i v i t i e s .  The staff encouraged 
g ran tees  t o  use minori ty business firms as con t rac to r s  and subcontractors  on 
p r o j e c t s  funded wi th  HUD grants .  The Department also encouraged S t a t e s  
managing the S t a t e  Community Development Block Grant program t o  make greater 
use  of minori ty f i rms  and t o  r e p o r t  on t h e  r e s u l t s  of t h i s  e f f o r t  t o  t h e  
Department. 

Grantees repor ted  t h a t  they had awarded $502 m i l l i o n  CPD program funds t o  
minority-owned firms during t h e  f iscal  year, which represented  23 percent  of 
a l l  funds awarded f o r  con t rac t s .  The award amount was 98.6 percent of t h e  
$509 mil l ion  t a r g e t  t h a t  CPD had es tabl i shed for  t h e  f iscal  year. 

r 
T A B m  5-3 

MINORITP BUSINESS ENTERPRISE 
PARTICIPATION I N  CONTRACTS AND SUBCONTRACTS AWARDED 

(Dollars i n  Hillions) 
BY CPD PROGRAM GRANTEES IN FY 1 9 8 6  

Program 
CDBG Entitlement 
Small C i ty  CDBG: 

HUD Administered 
S t a t e  Administered 

UDAG 
CDBG Indian,  Alaskan 
Other 

A l l  Projects 

Contract Amounts 
Total $ Awarded t o  Minor i t ies  
Awarded Dol lars  Percent 

$1,313 $335 7 
15 3 20 

197 37 19 
6 59 104 16 

13 9 69 
30 14 

$2,227 $502 
46 
2 3% 
- 

SOURCE: Department of Housing and Urban Development, Ass i s t an t  Secre tary  f o r  
Community Planning and Development, Office of Program Policy and 
Development. 

Table 5-3 shows the  FY 1986 value of con t rac t s  and subcontrac ts  awarded from 
var ious  CPD programs by g ran tees  t o  a l l  f i rms  and t o  minor i ty  business f i rms,  
and t h e  percentage of MBE p a r t i c i p a t i o n .  

I n  a d d i t i o n  t o  the  c o n t r a c t s  awarded by grantees ,  t h e  Office of Program and 
Pol icy  and Development r epor ted  t h a t  CPD d i r e c t l y  awarded t echn ica l  a s s i s t ance  
c o n t r a c t s  t o t a l i n g  $3.4 m i l l i o n  t o  minority-owned firms. This was 24 percent 
of CPD's t o t a l  t echn ica l  a s s i s t a n c e  procurement budget, but under i t s  goal of 
36 percent  f o r  such c o n t r a c t s  fo r  the  f i s c a l  year. 
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A number of o t h e r  a c t i o n s  were undertaken by var ious  CPD F ie ld  Offices t o  
encourage MBE: ( 1 )  conferences, workshops, and seminars t o  inform gran tees  of 
t h e  MBE issues and promote increased MBE p a r t i c i p a t i o n ;  (2) le t ters  t o  
grantees encouraging support  fo r  MBE; (3 )  t h e  use  by g ran tees  of minority-  
owned banks; and (4)  promotion of MBE goals  wi th  grantees during regu la r  
monitoring v i s i t s .  

PART FOUR: MANAG- MONITORING ACTIONS 

A major statutori ly-mandated r e s p o n s i b i l i t y  of CPD f i e l d  staff is t o  monitor 
grantee  compliance. The p r i n c i p a l  f i e l d  staff a c t i v i t i e s  regarding t h i s  
func t ion  are genera l  program monitoring, reviewing program a u d i t s ,  approving 
program closeouts ,  and monitoring and reviewing equal  oppor tuni ty  i ssues .  
They are discussed i n  t u r n  i n  t h i s  sec t ion .  

CPD MONITORING ACTIONS 

To ensure t h a t  grantees  undertake p r o j e c t s  or programs cons i s t en t  wi th  
Congressional ob jec t ives ,  CPD staff r o u t i n e l y  review grantee  performance and 
management. These reviews e n t a i l  both on- si te  v i s i t s  t o  g ran tees  and such in-  
house a c t i v i t i e s  as inspec t ion  of program documents. I n  a d d i t i o n  t o  a l e r t i n g  
HUD and g ran tees  t o  ins tances  of noncompliance with app l i cab le  laws, r u l e s  and 
regu la t ions ,  f i e l d  staff also use  monitoring r e s u l t s  t o  inf luence  the  
d i r e c t i o n  of CPD t echn ica l  a s s i s t a n c e  e f f o r t s .  

The Secre ta ry  i s  required  by t h e  Housing and Community Development Act of 1974 
t o  review and a u d i t  CDBG grantees.  The review of Entitlement program and HUD- 
administered Small Cit ies  program gran tees  must determine whether each grantee  
carries o u t  i t s  a c t i v i t i e s  i n  a t imely manner, cons i s t en t  wi th  t he  law's 
o b j e c t i v e s  and requirements, and demonstrates the capaci ty  t o  continue t imely 
program implementation. Review of the  S t a t e  Block Grant program opera t ion  
must inc lude  S t a t e s '  t ime l iness  of funds d i s t r i b u t i o n  and consistency with 
each S t a t e ' s  approved method of d i s t r i b u t i o n ,  c e r t i f i c a t i o n s  of l e g a l  
compliance, and review of grantees .  Review of UDAG g r a n t s  must determine 
grantee progress  a g a i n s t  approved plans  and timetables. 

F ie ld  staff are guided i n  t h e i r  review by t h e  CPD Monitoring Handbook and by 
t h e  Regional Management Plan and supplemental management issuances.  

Monitoring Priorities for ET 1986. The CPD Regional Management Plan guides 
t h e  F ie ld  Office review process, inc luding s e l e c t i o n  of grantees  f o r  review, 
t h e  i n t e n s i t y  of t h a t  review, t h e  assignment of p r i o r i t i e s  t o  program areas, 
and t h e  a c t u a l  number of grantees  and programs t o  be monitored i n  each region.  

The 1986 Management Plan fo r  Enti t lement program monitoring s p e c i f i e d  three 
d i f f e r e n t  l e v e l s  of review: l imi ted ,  comprehensive, and focused. The p lan  
contemplated a t  least  l imi ted  on- s i t e  monitoring f o r  every grantee.  Thus, a l l  
grantees  were t o  be s u b j e c t  t o  l i m i t e d  monitoring of 'Ispecial areas of 
concernt1: National  ob jec t ives ,  e s p e c i a l l y  i n  r e h a b i l i t a t i o n  and business 
a s s i s t a n c e  programs and i n  t he  d e f i n i t i o n  of low-income s e r v i c e  areas, 
a c c o u n t a b i l i t y  and c i t i z e n  p a r t i c i p a t i o n .  However, a t  least 20 percent  of a l l  
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grantees  were t o  be s e l e c t e d  for  comprehensive or focused, r a t h e r  than  l i m i t e d  
monitoring. Comprehensive monitoring involves review n o t  only  of t h e  s p e c i a l  
areas of concern, but  a t  least t h r e e  o t h e r  program areas (e.g., f i n a n c i a l  
management or r e loca t ion) .  Focused monitoring concentra tes  on one or a few 
areas of high r i s k  r equ i r ing  unusually thorough review. 

S t a t e  CDBG program monitoring is  conducted i n  accordance wi th  a monitoring and 
t echn ica l  a s s i s t a n c e  s t r a t e g y  negot ia ted  with each S ta te .  No d i r e c t  CPD 
monitoring of a S t a t e ' s  r e c i p i e n t s  i s  conducted. Rather, HUD p r i n c i p a l l y  
monitors t he  S t a t e ' s  system f o r  ensuring subgrantee compliance wi th  app l i cab le  
l e g i s l a t i o n  and ru les .  Spec i f i ca l ly ,  HUD monitors S t a t e  procedures for: 
determining t h e  f u n d a b i l i t y  of local act ivi t ies;  review of r e c i p i e n t s ;  a u d i t s  
management; g r a n t  c loseouts ;  and f i n a n c i a l  management. HUD also determines 
whether funds are d i s t r i b u t e d  i n  a t imely manner and i n  accordance with t h e  
S t a t e ' s  approved funds d i s t r i b u t i o n  method. 

Monitoring p r i o r i t i e s  of o t h e r  CPD programs reflect  t h e  p a r t i c u l a r  needs of 
each program. Monitoring of the  UDAG program focuses  on those  p r o j e c t s  with 
Legally Binding Commitments a l ready i n  place. Ref lec t ing  the  newness of t h e  
program, Rental Rehab i l i t a t ion  program monitoring emphasized grantee  progress,  
genera l  program s t r u c t u r e ,  e f f i c i ency ,  and progress aga ins t  program 
performance standards.  

To stress t h e  bas ic  f i e l d  staff role i n  ensuring t h a t  grantees  meet s t a t u t o r y  
and regula tory  r e s p o n s i b i l i t i e s ,  and more completely reflect t h e  breadth of 
f i e l d  staff workload, t h e  Management Plan f o r  FY 1986 added four  new 
monitoring categories: HUD-administered Small Cities program, Section 312 
program, Acquisi t ion and Relocation, and Environment. 

Monftoring Goals in E'Y 1986. The CPD Management Plan, i n  a d d i t i o n  t o  s e t t i n g  
review p r i o r i t i e s ,  e s t a b l i s h e d  na t iona l  numeric goals fo r  f i e l d  s t a f f  
monitoring a c t i v i t y .  I n  most years ,  HUD Headquarters nego t i a t e s  t h e  planned 
number of monitoring v i s i t s .  Each Regional Administrator proposes a "fair and 
a t t a i n a b l e "  goa l  i n  response t o  an i n i t i a l  National estimate produced by HUD 
Headquarters. The aggregation of t h e  f i n a l  negot ia ted  goals  i n  each region 
produces an agreed-upon National goal.  In  FY 1986, t h i s  nego t i a t ion  d id  no t  
take place. Proposed program r e s c i s s i o n s  and staff reassignments t o  meet a 
sharply  increased FHA mortgage-processing workload introduced considerable 
uncer t a in ty  i n t o  t h e  CPD goal- set t ing  process. The Regional O f f  ices produced 
a se t  of Itprojected accomplishments," but these were no t  subsequently 
negot ia ted  with t he  Centra l  Office. Thus, i n  c o n t r a s t  t o  p r i o r  years ,  no 
f i n a l  benchmark of F ie ld  Office performance ex i s t ed  i n  FY 1986. 

Table 5-4 shows t h e  F ie ld  Office monitoring performance a g a i n s t  t h e  i n i t i a l  
National goa l s  and t h e  t o t a l  of each Region's ltprojected accomplishmentstt fo r  
FY 1986. Fie ld  Offices met or exceeded t h e  projec ted  accomplishment i n  10 of 
the  11 monitoring categories. I n  only  one category,  Sect ion  312, d id  Fie ld  
Offices f a l l  s h o r t  of projec t ions :  some e i g h t  percent.  A s  expected, f i e l d  
performance a g a i n s t  the i n i t i a l ,  unadjusted, National goa l s  f e l l  s h o r t  i n  a l l  
but  a s i n g l e  category,  though i n  only two of the  e i g h t  ca tegor ies  f o r  which an  
i n i t i a l  National estimate was produced did  t h i s  s h o r t f a l l  exceed one- 
quar t e r .  This performance reflects both the  lack  of a nego t i a t ion  process i n  
FY 1986 and t h e  d i s r u p t i v e  impacts of CPD f i e l d  staff t r a n s f e r s  on CPD 
monitoring a c t i v i t y .  
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TABLE 5-4. 

MONITORING PERFORMANCE AND GOBIS 
Fp 1986 

Percent of 

CDBG Entitlement 

National Regional - 

Goal Projec t ion  
797 7 09 

Limited 
Focused, Compre- 
hensive 

S t a t e  CDBG 48 
UDAG 1,497 
Rental 

Rehab i l i t a t ion  506 
Sect ion  312 4 08 
Indian  CDBG 26 0 
HUD Small Cities 
Acquisi t ion,  Relocation 944 

Acquisi t ion 
Relocation 

CDBG Rehab 
Environment 

Indian 81 4 
Regular 

443 
26 6 

48 
1,100 

467 
318 
187 
61 

577 
306 
27 1 
465 
737 
674 

63 

Actually 
Accomplished 

779 
482 
29 7 

48 
1,172 

500 
29 6 
325 
65 

623 
301 
322 
494 
7 74 
72 1 
53 

National Regional 
Goal Pro ' ec t ion  
T+ 

109 
112 

100 100 
78 107 

99 107 
73 93 

125 174 
107 

66 108 
98 

119 
106 
105 

89 107 
84 

*Tables 5-4, 5-5, and 5-6 covering monitoring goals ,  performance v i s i t s ,  and 
f ind ings  are based on d a t a  from d i f f e r e n t  sources. 
are some minor v a r i a t i o n s  i n  t h e  numbers they contain. 

SOURCE: U. S .  Department of Housing and Urban Development, Community Planning 

A s  a r e s u l t ,  there 

and Development, Office of F ie ld  Operations and Monitoring. 

Monitoring Outcomes. While monitoring g r a n t s  or grantees ,  HUD f i e l d  staff may 
"find" a grantee  i n  non-compliance with app l i cab le  laws or program 
regula t ions .  These f ind ings ,  and any add i t iona l  f i e l d  staff may 
have regarding p o t e n t i a l  v i o l a t i o n s  of law or r egu la t ion ,  are communicated by 
le t te r  t o  t h e  grantee  monitored. Grantees must formally respond t o  f ind ings ,  
t y p i c a l l y  ei ther  by providing a d d i t i o n a l  information t h a t  e s t a b l i s h e s  t h e i r  
compliance or by t ak ing  appropr ia t e  remedies. 

The aggregate outcomes of monitoring v i s i t s  f o r  s e l e c t e d  CPD programs i n  FY 
1986 are presented i n  Table 5-5. Entitlement and S t a t e  CDBG program 
monitoring and t h e  information repor ted ,  i s  conducted on a g ran tee  by grantee  
basis--each grantee  opera tes  an  ongoing program cons i s t ing  of  mul t ip le  g ran t  
years  and act ivi t ies.  Monitoring and data repor t ing  f o r  HUD-administered 
Small Cit ies  and UDAG programs are handled by g ran t s ;  communities p a r t i c i p a t e  



on a project-by-project bas is .  Reflect ing t h i s  d i f fe rence  between broad 
programs and d i s c r e t e  p ro jec t s ,  t h e  number of f ind ings  per grantee  is  higher 
than t h e  number of f ind ings  per grant .  Since project-based program funds are 
awarded based on a d e t a i l e d  app l i ca t ion  review, during which p o t e n t i a l  
problems can be screened and correc ted ,  v u l n e r a b i l i t y  t o  subsequent non- 
compliance is  reduced. 

Program 

TABLE 5-5' 

MONITORING VISITS AND FINDINGS FOR SELECTED CPD PROGRAMS 
Fp 1986 

Number of Grants or Number of Findings Per 
Grantees Monitored Findings Grant or Grantee 

CDBG Entitlement 795 
HUD Small Cit ies  252 
S t a t e  Small Cit ies  48 
UDAG 1,265 

1,458 1.8 
26 8 1.1 
136 2.8 

1,009 .8 

*Tables 5-4, 5-5, and 5-6 covering monitoring goals ,  performance v i s i t s ,  
and f indings ,  are based on d a t a  from d i f f e r e n t  sources. 
there are some minor v a r i a t i o n s  i n  the  numbers they contain. 

As a r e s u l t ,  

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Management, Data Systems and S t a t i s t i c s  Division. 
compiled by t h e  Off ice  of Program Analysis and Evaluation. 

Detai led CPD monitoring data are presented i n  Table 5-6. For each program or 
p r o j e c t  monitored, HUD may i n v e s t i g a t e  any of a number of program areas. For 
each of f o u r  s e l e c t e d  CPD programs and f o r  each program area, t h e  Table 
i n d i c a t e s  t h e  percent  of grantees  monitored i n  t h a t  area, the percent  of a l l  
f ind ings  f o r  t h e  program t h a t  t h e  area represents ,  and t h e  percent of grantees  
f o r  which f ind ings  were recorded i n  the  area. 

Entitlement grantees  i n  FY 1986 most o f t e n  were monitored f o r  compliance with 
progr'am benef i t  (79%),  r e h a b i l i t a t i o n  (65%), program progress (65%) and 
environmental (57%) regula t ions .  Together, these  program areas comprised 41 
percent  of a l l  monitoring f indings .  No o t h e r  s i n g l e  program area accounted 
f o r  more than s i x  percent of t o t a l  f indings.  Based on t h e  percentage of 
monitored grantees  with f ind ings  i n  p a r t i c u l a r  program areas, grantees  appear 
p a r t i c u l a r l y  vulnerable t o  v io la t ion& of program regula t ions  i n  t h e  more 
t echn ica l  areas, f i n a n c i a l  management (86 percent of a l l  grantees  monitored) 
and environment (66%),  or i n  areas involving non-governmental a c t o r s ,  use of 
t h i r d  pa r ty  con t rac to r s  (67%) and r e h a b i l i t a t i o n  (56%). 
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Table 5-6 
FY 1986 Community Planning and Development Monitoring Visits and Findings 

Program Area 

Rehabilitation 
In-Depth 
Limited 

Program Progress 
Program Benefit 
Environment 

In-Depth 
Limited 

Accountability 
Fin. Management 

In-Depth 
Limited 

Procurement 
Admin. Costs 

~ Man. Systems 
0 Third Party 

Contractors 
Personal Property 
Relocation 

In-Depth 
Limited 

Acquisition 
HAP 
Labor Standards 
FHEO 
Citizen Partici- 
pation 
Elig. Activities 
Other 
Allowable Costs 
Subrecipients 
Other (See Note) 

Pct. of 
Grantees 
Monitored 

51 
14 
65 
79 

46 
11 
30 

22 
13 
23 

1 
19 

5 
13 

17 
11 
28 
10 
20 
11 

42 
32 
14 
22 
31 
+ 

Less than one percent 

CDBG Entitlement HUD Admin. Small Cities 

Pct. of 
Pct. of Monitored 

Findings Grantees 
Recorded with Findings 

10 33 
2 23 
6 16 

10 22 

14 54 
12 

2 12 

6 50 
3 36 
4 30 

29 
3 24 

2 67 
2 27 

4 45 
1 23 
4 24 

9 
4 38 
2 37 

3 15 
3 19 
3 4 
4 35 
6 35 
+ + 

+ Not Applicable 

Pct. of 
Grantees 
Monitored 

14 
2 

32 
28 

7 
4 

16 

9 
8 

10 
1 
6 

0 
3 

2 
2 
5 

7 
4 

7 
6 

9 
0 
+ 

Pet. of 
Findings 
Recorded 

12 
2 

18 
9 

6 

2 

7 
10 
6 
1 
4 

0 
4 

5 
0 

0 
4 
3 

0 
3 

3 
0 
+ 

Pet. of 
Monitored 
Grantees 

with Findings 

45 
29 
26 
16 

42 
5 
7 

36 
57 
26 
75 
33 

0 
63 

93 
0 
6 
0 

26 
29 

0 
22 
2 

18 
0 

State CDBG Small Cities 

Pct. of 
Pct. of Pct. of Monitored Pct. of 

Grantees Findings Grantees Grantees 
Monitored' Recorded with Findings Monitored 

39 1 11 
4 0 0 

18 0 0 67 
43 1 5 5 

126 4 10 4 
14 1 14 7 
12 0 0 38 

146 6 11 7 
12 3 67 10 
0 0 0 3 
0 0 0 

22 1 9 16 

0 0 0 
0 0 0 

63 2 10 1 
24 0 0 
73 1 6 2 
0 0 0 0 

100 7 20 6 
82 10 35 4 

53 2 12 2 
27 1 8 2 
4 0 2 4 
0 0 0 4 
0 0 0 2 

116 58 17 68 

UDAG 

Pct. of 
Pct. of Monitored 

Findings Grantees 
Recorded with Findings 

0 2 
0 0 

16 17 
9 

13 53 
11 

5 9 

4 40 
5 35 
1 28 

100 
11 5 

100 
4 

2 85 
3 

1 58 
0 0 
4 41 
2 45 

0 0 
15 

2 31 
2 30 
1 41 

28 29 

* ' 

NOTE: For State CDBG Small Cities, Included average of Buy-In Provisions. Fund Distribution as Planned, Timely Fund Distribution, Subgrantee Monitoring, and Title I Compliance, For 
UDAG, Includes Planned versus Actual Benefits. 

May total more than 100 percent because of multiple visits 

SOURCE: US. Department of Housing and Urban Development, Community Planning and Development, Office of Management, Data Systems and Statistics Division. Compiled by the 
Office of Program Analysis and Evaluation. 
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S t a t e  CDBG program monitoring (which may involve mul t ip le  monitoring v i s i t s  t o  
each grantee)  emphasized review of S t a t e  f i n a n c i a l  management (158 percent  of 
g ran tees ) ,  environmental c e r t i f i c a t i o n s  (1 40%) and o t h e r  p r a c t i c e s  s p e c i f i c  t o  
t h e  S t a t e  program ( 1  16%), p r i n c i p a l l y  inc luding g r a n t s  management systems. 
This l a t te r  category, covering t h e  range of S t a t e  management p rac t i ces ,  
inc luding,  f o r  example, S t a t e  systems fo r  funds d i s t r i b u t i o n ,  monitoring, and 
closeout, accounted f o r  most findings--58 percent.  Grantee v u l n e r a b i l i t y  t o  
v i o l a t i o n s ,  where monitored, is highes t  i n  f i n a n c i a l  management (79 percent  of 
grantees  monitored), f a i r  housing and equal opportunity (35%) and 
environmental r egu la t ions  (24%). 

Urban Development Action Grant program reviews focused on g ran t  progress (67%) 
and t h e  achievement of planned b e n e f i t s  (68 percent ,  noted i n  t h e  Table as 
"Other"). The bulk of f ind ings  were concentrated i n  these  same ca tegor ies ,  16 
percent  and 68 percent ,  respect ive ly .  A s  i s  t r u e  fo r  o t h e r  programs, a high 
proport ion of environmental reviews r e s u l t s  i n  findings--63 percent.  Other 
categories fo r  which more than half  of t h e  monitoring v i s i t s  r e s u l t s  i n  
f ind ings  involved only a few grantees.  

F ina l ly ,  review of HUD-administered Small Cities program g r a n t s  covered a wide 
range of program areas, with on ly  program progress and program benef i t  
monitoring involving more than 20 percent of g r a n t s  (32 and 28 percent ,  
r e spec t ive ly ) .  Program progress accounted f o r  18 percent  of recorded 
f indings .  S u s c e p t i b i l i t y  t o  recorded f ind ings  f o r  those ca tegor ies  i n  which 
more than f i v e  percent  of a l l  g r a n t s  monitored was h ighes t  i n  f i n a n c i a l  
management (94 percent of a l l  g r a n t s  monitored i n  t h a t  area), r e h a b i l i t a t i o n  
(74$) ,  and environment (47%). 

PROGRAM AUDITS 

I n  a d d i t i o n  t o  monitoring conducted by CPD f i e l d  staff ,  grantee  programs are 
s u b j e c t  t o  f i n a n c i a l  and compliance aud i t s .  Grantee use of Federal  funds must 
be aud i t ed ,  a t  least  b ienn ia l ly ,  by an  Independent P u b l i c  Accountant ( IPA) ,  or 
a S t a t e  or local government audi tor .  I n  add i t ion ,  there are a u d i t s  by t h e  HUD 
Office of the Inspector  General. I n  FY 1986, 1,280 IPA and 195 O I G  a u d i t  
r e p o r t s  were completed. 

Audit Activity and Results. O f  t h e  1,475 aud i t  r e p o r t s  conducted during FY 
1986, nea r ly  one-half included a review of grantee f i n a n c i a l  management of t h e  
CDBG Enti t lement program, t h e  largest s i n g l e  category of program aud i t s .  (See 
Table 5-7.) Consistent  with CPD monitoring experience, as noted i n  t h e  
previous s e c t i o n ,  the  Entitlement program i s  most l i k e l y  t o  t u r n  up f ind ings  
during the course of review, r e f l e c t i n g  t h e  program's scale and d i v e r s i t y  of 
program a c t i v i t i e s  and perhaps the  l ack  of a d e t a i l e d  front- end review. 
Enti t lement Reports contained f ind ings  i n  41 percent of a l l  r e p o r t s ,  compared 
with 32 percent  i n  t h e  n e t  t o t a l  f o r  a l l  programs. 
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With E'indhy 267 41 123 rS 132 38 173 32 469 32 
386 59 - 369 75 212 62 361 - 68 1006 , - 68 

344 100% 534 1W 1,475 100% 
- -  w i t h u t  Flndineg 

Tota l  653 100% 492 

*NOTE: Therefore, each a u d i t  
r e p o r t  i s  counted here  under each program, but only once f o r  t h e  n e t  t o t a l  of 
a l l  CPD programs. 

SOURCE: U. S. Department of Housing and Urban Development, Office of 
Inspector  General, Planning and Research Group. 

Audit r e p o r t s  may cover more than one program. 

The 469 a u d i t  r e p o r t s  wi th  f ind ings  contained some 1,345 to ta l  f indings .  (See 
Table 5-8.) Most f ind ings  r e s u l t e d  from Entitlement program a u d i t s ,  
r e f l e c t i n g  both t h e  h igher  number of a u d i t s  conducted for t h e  program and t h e  
higher number of f ind ings  per  a u d i t  with f ind ings  (3.2 compared with 1.5 i n  
t h e  Small Cities program, t h e  nex t  h ighes t  program average). 

state and 
Ehtitlenmt %allcities - WAG otherm Total 
No. - Pct. - No. - P d .  No. Pct. - -  No. Pct. NoE-i%t. - -- 186 22 53 2 9 4 2 2 2  45 38 326 24 

w-* 
71 147 78 73 -62- 1,019 76 -- - - 667 - 78 132 

Total 853 100% 185 100% 189 10@ 118 100% 1,345 100% 

b*- $29,152 $2,359 $129217 $5,143 $43,871 
Narr-susta.ined ( 6,284) (1,427) (1,072) (1,423) (10,206) 
sustained (14,071 1 (609) (5,667) (3,560) (23,907) 
u!xesolved (8,797) (323) (5,478) (160) (14,758) * Totals may not add due to m d i n g .  

SOURCE: U. S. Department of Housing and Urban Development, Office of 
Inspector  General, Planning and Research Group. 
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Despite some v a r i a t i o n  ac ross  programs, three- quarters  of a l l  f ind ings ,  are 
non-monetary, dea l ing  with procedures and systems f o r  i n t e r n a l  cont ro l .  
Monetary f ind ings ,  which ques t ion  or disal low incurred  c o s t s ,  t o t a l l e d  some 
$49 m i l l i o n ,  though $10 mil l ion  (20%) were no t  sus ta ined,  e i t h e r  because 
support ing documentation subsequently was provided or HUD staff review 
determined t h a t  expenditures were proper. A f u r t h e r  $14.7 mil l ion  represented  
f ind ings  unresolved as of t h e  end of t h e  f iscal  year. O f  t h e  remaining $23.9 
m i l l i o n  i n  sus ta ined f ind ings ,  t h e  Entitlement program accounted for $14 
mil l ion .  

Audit P o l i c y .  The Department continues t o  implement t h e  s ingle- audi t  approach 
as requ i red  by Attachment P of OMB Circular  A-102, which requ i res  a s i n g l e  
a u d i t  of a l l  Federal programs administered by a grantee  r a t h e r  than a separate 
a u d i t  for each program. 

A s  shown i n  Table 5-9, t h e  number of s i n g l e  a u d i t s  has increased annually and 
now comprises 65 percent  of a l l  IPA aud i t s .  A t  t h e  same t i m e  as t h e  share of 
s i n g l e  a u d i t s  has increased,  t h e  to ta l  number of a u d i t s  has decl ined,  thus  
reducing t h e  burden on Federal grantees .  

I 
TABLE 5-9 

INDEPENDENT PUBLIC ACCOUNTANT AUDITS OF CPD GRANTEES 
Fp 1982-1986 

F i s c a l  Year Tota l  Audits 
1982 3,136 
1983 
1984 
1985 
1986 

2;787 
2,385 
1,539 
1,280 

Circu la r  A- 102 
Attachment P Reports 
Number Percent 

156 5% 
37 0 13 
560 23 
762 50 
832 65 

SOURCE: U. S. Department of Housing and Urban Development, Office of 
Inspector  General, Planning and Research Group. 

CLOSEOUT OF COMMUNITY DEVELOPMENT PROJECTS 

A s  a measure of prudent f i s c a l  management and a way of reducing t h e  management 
burden on e x i s t i n g  s t a f f  resources ,  t imely program closeouts  are a s t rong ly  
emphasized CPD management goal .  While t h e  bulk of c loseout  e f f o r t s  are 
d i r e c t e d  toward p r o j e c t s  a s soc ia ted  wi th  ongoing programs, CPD also stresses 
closeout  of p r o j e c t s  from repealed  or superseded programs. 

A t  the  beginning of FY 1986, C P D ' s  inventory of a c t i v e  p r o j e c t s  from now- 
defunct  programs stood a t  50, (down from 70 a t  the beginning of FY 1985). 
One-third of these p r o j e c t s  (17) consis ted  of a c t i v e  Planning Assistance 
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Grants. (See Table 5-10.) Other g r a n t s  with more than f i v e  outs tanding 
g r a n t s  included 15 llHold-Harmlesstl CDBG programs and 11  Neighborhood Self-Help 
p r o j e c t s  . 

TABU 5-10 

CPD PROJECTS AND GRANTS CLOSED OUT, ET 1986 

Program/Project 
Hold Harmless 
Planning Assistance (701) 
Neighborhood Self-Help 
Urban Renewal 
Neighborhood F a c i l i t i e s  

Total 

Active a t  Closed Out 
S t a r t  of FY 86 During FY 86 

15 3 
17 
11  
4 
2 

50 
- 

2 
7 
2 
2 

16 
- 

S t i l l  
Active 

12 
15 
4 
2 
0 

34 
- 

SOURCE: U. S. Department of Housing and Urban Development, Community Planning 
and Development, Office of Block Grant Assistance. 

During FY 1986, CPD closed ou t  32 percent (16) of the  active inventory. The 
two remaining Neighborhood F a c i l i t i e s  g r a n t s  were closed out  and most of t h e  
Neighborhood Self-Help g r a n t s  were completed. Two Urban Renewal p r o j e c t s  were 
o f f i c i a l l y  c losed ou t ,  with only  formal document processing requi red  f o r  the 
two remaining. Shor t ly ,  the re fo re ,  t h e  Urban Renewal program w i l l  have ceased 
a l l  a c t i v i t y .  

The c loseout  of g r a n t s  a s soc ia ted  wi th  a c t i v e  programs a l s o  is  a CPD p r i o r i t y .  
During FY 1986, 402 of 565 HUD-administered Small Cities program g r a n t s  a c t i v e  
a t  t he  beginning of t he  f i s c a l  year  were closed out.  O f  1,433 a c t i v e  UDAG 
g r a n t s  a t  the  beginning of FY 1986, 357 were closed out.  

CONTRACT CONDITIONING 

On determination of a se r ious  performance def ic iency,  HUD Headquarters may 
cond i t iona l ly  approve Enti t lement community g r a n t s  (or c o n t r a c t s ) ,  r e s t r i c t i n g  
t he  use of funds f o r  t h e  a f f e c t e d  a c t i v i t i e s  u n t i l  problems are resolved.  I n  
FY 1986, the  Department authorized 13 g r a n t  condi t ions  out  of a t o t a l  817 
approved g ran t s .  A l m o s t  half (6 )  of t h e  condi t ions  r e s u l t e d  from d e f i c i e n c i e s  
i n  r e h a b i l i t a t i o n  programs. Other reasons fo r  con t rac t  condi t ions  included 
f a i l u r e  t o  s a t i s f y  requirements i n  procurement (21, Fa i r  Housing, c i v i l  
r igh ts ,  Housing Assistance Plans, overs ight  of subgrantees, and del inquent  
implementation of g ran t  awards. 

I 
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PART FIVE: FAIR HOUSING AND EQUAL OPPORTUNITY 

Federa l  s t a t u t e s  and Executive Orders p roh ib i t  d iscr iminat ion  on t h e  grounds 
of r a c e ,  co lo r ,  na t iona l  o r i g i n ,  r e l i g i o n ,  sex,  age, or d i s a b i l i t y .  These 
s tatutes and Executive Orders apply t o  grantees ,  subgrantees, con t rac to r s ,  and 
subcontrac tors  of a l l  CPD programs. Each conta ins  sanct ions  f o r  f a i l u r e  t o  
comply. CPD program gran tees  and con t rac to r s  are made aware of their  
r e s p o n s i b i l i t i e s  to: ( 1 )  comply with a l l  app l i cab le  nondiscrimination 
requirements through provis ions  incorporated wi th in  g r a n t  agreements and 
c o n t r a c t s ;  ( 2 )  c e r t i f y  t h a t  they w i l l  comply; ( 3 )  maintain adequate records;  
and ( 4 )  meet c e r t a i n  r e p o r t i n g  requirements. 

This  s e c t i o n  r e p o r t s  on in-house and on- si te  monitoring reviews conducted by 
the  HUD Fair Housing and Equal Opportunity (FHEO) Fie ld  Off ice  s taff  i n  FY 
1986 and t h e  r e s u l t s  of those  activit ies by program area. It a l s o  lists the 
number of compliance reviews and complaint inves t iga t ions  and t h e  d i s t r i b u t i o n  
of minor i ty  employment i n  CPD-funded l o c a l  governmental agencies.  F ina l ly ,  i t  
summarizes reviews of s e l e c t e d  equal opportunity i s s u e s  and management 
i n i t i a t i v e s .  

CERTIFICATION REVIEWS AND MONITORING 

Certification revfews. It i s  a primary ob jec t ive  of FHEO t o  ensure t ha t  t h e  
Department's grant  decis ions  are based upon informed and documented judgments 
regarding a g ran tee ' s  compliance wi th  app l i cab le  c i v i l  r ights  and equal 
oppor tuni ty  laws. Grantees submit c i v i l  r i g h t s  c e r t i f i c a t i o n s  p r i o r  t o  t h e  
g r a n t  award. I n  determining t h e  a c c e p t a b i l i t y  of these c e r t i f i c a t i o n s ,  the 
Department rel ies upon t h e  admin i s t r a t ive  records of performance reviews of 
t h e  g ran tees  and o t h e r  independent evidence such as r e l a t e d  cour t  s u i t s  or 
complaint i n v e s t i g a t i o n s  involving t h e  appl icant .  Each g ran tee  must c e r t i f y  
annual ly  tha t  it has complied with equal opportunity s t a t u t e s  and laws. 

I n  FY 1986, FHEO completed 788 c e r t i f i c a t i o n  reviews, most of which (518) were 
of t h e  CDBG Enti t lement program. The Entitlement program a l s o  received the 
largest proport ion of negat ive  conclusions on c i v i l  r i gh t s  l a w  compliance. 
FHEO challenged Enti t lement grantee  c e r t i f i c a t i o n s  based on 42 negative 
f i n d i n g s  from i t s  reviews of grantee  performance f o r  t h e  p a s t  year.  The 
r e s u l t s  of  these reviews are shown i n  Table 5-11. For Enti t lement Cities i n  
which c i v i l  r i g h t s  d e f i c i e n c i e s  were found, the re  were three recommendations 
f o r  " specia l  assurances,"  two for  con t rac t  condit ions,  and four  o t h e r  
sanc t ions  were appl ied  t o  j u r i s d i c t i o n s .  "Special assurances" are promises 
obtained by HUD from a g ran tee  t o  c o r r e c t  c e r t a i n  p r a c t i c e s  i n  areas of FHEO 
monitoring. 

Seven c e r t i f i c a t i o n  d e f i c i e n c i e s  were found wi th  t h e  HUD-administered Small 
Cities program out  of 258 reviews conducted. No d e f i c i e n c i e s  were discovered 
i n  the  State- administered Small Cities program or i n  t he  Sec re ta ry ' s  
Discre t ionary  Fund p ro jec t s .  Normally, HUD restricts i ts reviews f o r  the  
State- administered Small Cities program t o  S t a t e  performance only and does not  
review t h e  performance of ind iv idua l  Small Cities. However, ind iv idua l  Small 
Cities are reviewed when a S t a t e  r eques t s  t h i s  review, the  S t a t e ' s  records are 
i n s u f f i c i e n t ,  or records a t  t h e  S t a t e  l e v e l  show s i g n i f i c a n t  problems wi th  
c e r t a i n  r e c i p i e n t s .  
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UDAG Application Reviews. UDAG program app l i ca t ions  are reviewed by FHEO 
f i e l d  staff before they are approved. During FY 1986, f i e l d  staff conducted 
reviews of 335 appl icants .  O f  those  reviewed, over h a l f  (203) were rated 
exce l l en t  (1 13) o r  good (90) on equal  opportunity commitments. A r a t i n g  of 
l lexcel lent l l  was given i f  minority- job estimates were high and i f  c o n t r a c t s  f o r  
minori ty bus inesses  were planned t o  be over 10 percent of to ta l  con t rac t s .  A 
r a t i n g  of tlgoodll was accorded i f  minority-employment commitments were average 
and i f  minority- business involvement was projected t o  be around 10 percent .  A 
l i t t l e  more than a t h i r d  of t h e  UDAG app l i ca t ions  were rated as e i t h e r  fair  
(821, poor (231, or unacceptable (18). An a p p l i c a t i o n  was r a t e d  llfairll i f  it 
estimated a low number of minori ty jobs and less than 10 percent  minori ty 
business pa r t i c ipa t ion .  

A s  a r e s u l t  of FHEO review, 241 UDAG app l i ca t ions  were recommended f o r  
funding, 76 were not  recommended fo r  funding, and 24 were recommended f o r  
funding wi th  con t rac t  condit ions.  4 

Total Reviews 

0 0 42 
14 4 0 0 
6 0 0 0 
3 1 0 0 
3 2 0 0 
2 0 0 0 
4 0 0 0 

- 7 - - 

1 0 0 0 
9 0 0 0 

Total  
788 

49 
18 
6 
4 
5 
2 
4 

1 
9 

- 

SOURCE: U. S. Department of Housing and Urban Development, Office of F a i r  
Housing and Equal Opportunity. 

Off-Site and On-Site Monitoring. I n  FY 1986, FHEO conducted 1,942 performance 
reviews (monitoring) of which 1,042 were on- site  reviews and 900 were 
undertaken in-house. Ninety-six Enti t lement ci t ies,  267 UDAG grantees ,  12 
S t a t e s  which adminis ter  t he  S t a t e  CDBG program, and s i x  HUD-administered Small 
Cities received mul t ip le  s i t e  v i s i t s .  

157 



The l a r g e s t  number of FHEO monitoring reviews was f o r  Entitlement c i t ies  (969) 
and t h e  second l a r g e s t  w a s  for UDAG grantees (557). Although t h e  l a r g e s t  
numbers of de f ic ienc ies  were found i n  t h e  CDBG Entitlement program (106) and 
i n  t h e  UDAG program (451, t h e  h ighes t  percentage of f ind ings  was i n  t h e  
Secre tary ' s  Discret ionary Fund (75%) and t h e  HUD-Administered Small Cities 
program ( 25%). There were approximately 1 1 def ic iency f ind ings  per 100 
Entitlement grantees  i n  FY 1986, compared with s i x  p e r  100 i n  FY 1985. O f  
those def ic ienc ies  i d e n t i f i e d ,  t h e  l a r g e s t  number were i n  t h e  area of fair  
housing (571, followed by problems i n  rec ip ien t  recordkeeping and repor t ing  
(42) and minori ty business e n t e r p r i s e  ( 34 ) .  

TBaE 512 

Ehtitle- 
mt 
969 

106 

11 

a 
10 

0 

40 

0 

11 

7 

- 

HUD 
Administered 
3mI.l cities 

156 

39 

5 

3 

6 

0 

16 

0 

1 

8 

state 
CDBG 
79 

2 

0 

1 

I 

0 

0 

0 

0 

0 

- 

mffi 
557 

45 

18 

10 

5 

3 

1 

2 

1 

5 

- 

- 

R d A .  
RehaM1- 
itation 

177 

0 

0 

0 

0 

0 

0 

0 

0 

0 

- 

S€!4Etaly'S 
Discretiorb 
ary- 

4 

3 

0 

1 

1 

0 

0 

0 

1 

0 

- 

SOURCE: U. S. Department of Housing and Urban Development, Office of F a i r  
Housing and Equal Opportunity. 

COMPLIANCE REVIEWS BND COMPLAINT INVESTIGATIONS 

I n  add i t ion  t o  t h e  F ie ld  Office monitoring, FHEO Regional Office staff a l s o  
conduct in-depth compliance reviews and complaint inves t iga t ions .  Compliance 
reviews are undertaken f o r  many reasons: i n  response t o  quest ions ra i sed  by 

1 
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Fie ld  Office monitoring r e s u l t s ,  equal opportunity condi t ions  placed on 
c o n t r a c t s ,  t h e  s i z e  of t h e  grantee  or i t s  minori ty population, and f a i l u r e  t o  
meet c i v i l  r i g h t s  requirements. In-depth inves t iga t ions  are made i n  response 
t o  f i l e d  c i v i l  r i g h t s  complaints. 

Compliance Reviews : Under Sect ion  109 of t h e  Housing and Community 
Development Act of 1974, 29 compliance reviews of CDBG programs were conducted 
i n  FY 1986. This  s e c t i o n  of t h e  Act p r o h i b i t s  d iscr iminatory  exclus ion of 
persons from b e n e f i t s  of a c t i v i t i e s  a s s i s t e d  through t h e  CDBG and o t h e r  
programs crea ted  by the  Act. A large majori ty of reviews ended wi th  f ind ings  
of There were f i v e  non-complying Entitlement Cities and one 
non-complying Small Ci ty ,  a l l  i n  Region 111. For t h e  non-complying c i t i e s ,  
agreements were executed wi th  HUD t o  c o r r e c t  de f i c i enc ies .  

Complaint Investigations. During FY 1986, 42 complaints t h a t  had been f i l e d  
under Sect ion  109 were c losed;  of these ,  10 had been received during t h a t  
f i s c a l  year  and t h e  balance were from p r i o r  f iscal  years. Twenty-four cases 
were c l a s s i f i e d  as closed " in  s u b s t a n t i a l  compliance,n w i t h  t h e  remainder 
c losed because of l ack  of j u r i s d i c t i o n ,  withdrawal of t h e  complaint or because 
they are t o  be handled under an  a u t h o r i t y  o t h e r  than Sect ion  109 of t h e  Act. 

Another category of complaints f a l l s  under Section 3 of the  Housing and Urban 
Development Act of 1968, as amended. Sect ion 3 requ i res  t h a t  oppor tun i t i e s  
f o r  t r a i n i n g  and employment i n  p r o j e c t s  a s s i s t e d  by CPD funds be given t o  
lower-income persons r e s i d i n g  wi th in  t h e  j u r i s d i c t i o n  of t he  l o c a l  government, 
metropoli tan area, or non-metropolitan county i n  which the p r o j e c t  is  
located .  It a l s o  requ i res  t h a t  con t rac t s  be awarded t o  business concerns 
e i t h e r  located  i n  or owned i n  s u b s t a n t i a l  p a r t  by persons r e s i d i n g  i n  t h e  
metropol i tan  area of the p ro jec t .  

Compliance reviews under Sect ion  3 are conducted i n  response t o  complaints 
received.  I n  FY 1986, HUD received f o u r  new complaints under t h i s  s e c t i o n  i n  
connection w i t h  CPD-funded p ro jec t s .  During the f iscal  year ,  these cases  were 
c losed w i t h  a determination of "no probable cause.l' 

CPD GRANTEE FUNDED AGENCY BWLOYMENT 

Provisions i n  T i t l e  I of t h e  Housing and Community Development Act of 1974 
p r o h i b i t  d iscr iminat ion  i n  a r e c i p i e n t ' s  h i r i n g  and employment p r a c t l c e s  i n  
any program or a c t i v i t y  funded, i n  whole or i n  p a r t ,  w i th  CDBG funds. FHEO 
annual ly  c o l l e c t s  d a t a  and reviews r e c i p i e n t  employment t o  determine whether a 
g r a n t e e ' s  employment p r a c t i c e s  are cons i s t en t  with the l a w .  HUD has an 
in teragency agreement w i t h  t h e  Equal Employment Opportunity Commission t o  use 
i ts  EEO-4 Form t o  c o l l e c t  da ta  from a l l  Entitlement c i t i e s  and a sample of 
HUD-administered Small Cit ies  funded agencies on fu l l- t ime and part- time 
employees, new h i r e s ,  average salaries by job  category, and s a l a r y  l e v e l s  f o r  
a l l  employees. 

Data f o r  FY 1986 are not  y e t  ava i l ab le .  The FY 1983, 1984, and 1985 data 
showed very s i g n i f i c a n t  minori ty male- and female-hiring proport ions f o r  these 
f i s c a l  yea r s ,  wi th  a considerably higher proport ion of female-minority 



employment i n  higher s a l a r y  ca tegor ies  i n  1984 and 1985 than  i n  1983. Table 
5-13 i n d i c a t e s  t h a t  t h e  d i f f e r e n t i a l  between minority-male and white-male 
average s a l a r i e s  and between minority-female and white-female salaries are 
roughly t h e  same. The Table also shows a higher percentage of minori ty 
persons being h i r e d  i n  FY 1985 than  i n  p r i o r  years. 

PROGRAM ASSESSHENTS 

UDAG A c t i v i t i e s .  I n  a d d i t i o n  t o  t h e  UDAG app l i ca t ion  reviews c i t e d  above, 
FHEO reviewed t h e  records  of 481 c i t i es  tha t  app l i ed  f o r  a UDAG g ran t  for t he  
first time, and found t h a t  37 had not  l'demonstrated resul t s1 '  i n  providing 
employment fo r  minor i t i e s ,  which is  requi red  by law f o r  e l i g i b i l i t y .  Eight of 
them had no t  met s p e c i a l  assurances or condi t ions  from previous f ind ings  i n  
employment. FHEO a l s o  found t h a t  44 had n o t  provided equal  opportunity i n  
housing, d id  not  have an  equ i t ab le  rate of p a r t i c i p a n t s ,  or had segregated 
housing pa t t e rns .  Seventeen were small communities with no new housing 
a c t i v i t i e s  f o r  t h e  pas t  two years. 

4 

Employment 
S t a t u s  

F u l l  T ime  
Part T i m e  
New Hires 

Salary  Levels 
$1 00-15,999 

TABLE 5-13 

PERCENT MINORITY EMPLOPMENT AND SALARIES 
IN CDBG-FUNDED AGENCIES, FPs 1983, 1984, AND 1985 

FY 1983 FY 1984 FY 1985" 
Percent Minority Percent Minority Percent Minority 

Female Male Female Male Female 
40%** 51%T 52% 
27 36 37 38 37 32 

39 32 39 48 42 52 

% 

49 44 56 58 58 52 
$16,000-24,999 35 38 34 50 37 52 
$25,000 and over 20 29 20 36 21 38 

Average Salary  
Minority $20,994 $18,441 $21,728 $18,976 $22,207 $19,583 
White $22,346 $19,424 $23,662 $20,458 $24,172 $21,131 

* Data f o r  FY 1986 w i l l  be a v a i l a b l e  f o r  t he  1988 Consolidated Annual Report 

Percentages show what por t ion  of a l l  female employees and a l l  male 
t o  Congress. 

employees i n  var ious  ca tegor ies  are minority. 

** 

SOURCE: U. S. Department of Housing and Urban Development, FHEO FY 1983, FY 
1984, and FY 1985 Report on Municipal Government Employee Information fo r  
CDBG-Funded Departments and Agencies. 
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Affirmatively Furthering Fair Housing Goals. To respond to Departmental 
concerns about the inadequacy of information on actions taken by CDBG 
recipients to meet their responsibilities to affirmatively further fair 
housing goals, the Office of Policy Development and Research conducted a study 
in FY 1986. The study assessed the number, variety, and funding of local 
programs designed t o  meet this statutory requirement. All 1982 grantees in 
the 316 CDBG Entitlement communities national sample were used in the 
analysis. 

Results showed that voluntary measures covered more than one-half of the 
Entitlement cities’ fair housing activities. Larger communities placed 
relatively higher emphasis on education while smaller communities placed 
higher emphasis on enforcement activities. It was found that communities with 
a higher percentage of minority persons are more likely to emphasize 
enforcement and are less likely to use private fair housing groups in the 
implementation of their affirmative fair housing activities. 
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gffirmatively Furthering Fair Housing Goals. To respond to Departmental 
concerns about the inadequacy of information on actions taken by CDBG 
recipients to meet their responsibilities to affirmatively further fair 
housing goals, the Office of Policy Development and Research conducted a study 
in FY 1986. The study assessed the number, variety, and funding of local 
programs designed to meet this statutory requirement. All 1982 grantees in 
the 316 CDBG Entitlement communities national sample were used in the 
analysis. 

Results showed that voluntary measures covered more than one-half of the 
Entitlement cities' fair housing activities. Larger communities placed 
relatively higher emphasis on education while smaller communities placed 
higher emphasis on enforcement activities. It was found that communities with 
a higher percentage of minority persons are more likely to emphasize 
enforcement and are less likely to use private fair housing groups in the 
implementation of their affirmative fair housing activities. 
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FOOTNOTBS TO CHBPTER 5 

’ Other references governing the Minority Business Enterprise initiative with 
HUD are: 

(1)  Executive Order 11625, dated October 13, 1971, which prescribes a 
National Program for Minority Business Enterprise; 

(2) The Secretarial Designation of Responsiblity with Respect to Minority 
Business Enterprise, 40 FR 26053, dated June 20, 1975; and 

(3) Public Law 95-507, 92 Stat 760, Approved October 25, 1978, which 
authorized the creation of the Office of Small and Disadvantaged 
Business Utilization with HUD. 

I 
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APPENDIX A 

FISCAL YFAR 1986 URBAN DEVELOPMENT ACTION GRANT AWARDS 





Other Estimated Estimated Estimat€d 
Private public TotalNew HouSing Localm 

Investment DolLars Job units Rwme 

$ 7,979,770 $ 0 

WAG 
Dollars .- Project Description State and City 

F'inan?M assistance to foundry c~11- $ 400,000 
m y  to help purchase and install new 
metal mlding mchine a d  W e  major 
mdifications to plant's metal. mel t ing  
facilities. 

a 0 $ 17,160 

l?inamial assistance to developer to  
help CCrlStrUCt Mqg~olia Plaza, a 
f ive-story off ice/residential cmplex 
near A~Awt-n Untversity c~anpus, a first 
of its klnd d m k .  

400,OOO 3, 748 , 057 0 61 0 2,975 

EYnarEial assistance to yearbook ard 
O t h e r  printed I m M  lmndaturing 

628,OOo 

ampry to help with site acquisition 
and construction af 64,000 square foot 
facility. 

3,384,344 0 251 0 16,176 

F'inan?ial assistare to developer to  
help m t r u c t  18,240 square foot 
p r o f e s s i d  cffice building with 
parking deck for 69 vehicles. 

160,500 1,418,688 4,500 44 0 32, 038 

FYmmial assistame to developer to 
help ccmtruct a0-m Conventian 
hotel on 1.1 acre site to  include 250- 
car prkjng 

2,000,000 

for lease by City. 

20,395,202 0 338 0 256,665 



Wile 

%bile 

Rlerlix c i ty  

llFuxNA 

Ibvajo Nation 

S e C o n d ~ f i n a n C i n g t o ~ d e r  $ 647,188 
to  help construct s i n g l s f d y  llQlEs. 

Finaru3idl assistame to developer 
to  help renovate downtown, histmic 
'%Battle Hause" into office and 
rem space. 

Permin& subsidy to help 
build singlsfandly kms far 

pay City tack upon sale. 
mderatsincme buyers requird to 

s e c o n d w f - - t o  
purdmws of s i n g l s f d y  hames 
in Parhmcd subdivision. 

Loan to die casting and developnerrt 
CCmFany to roodernize and mp 
closed Ford Motor facility to 
Imnuf'acture a l a  die-cast parts 
and pravide f b d s  to canstruct water 
and SSEr lines to connect facility 
to City's Systans. 

633, OOo 

1,020,Ooo 

363,350 

3,365,000 

595,000 

0 

5,872,446 0 

0 

316 

0 

0 

900 

87 

100 

43 

0 

0 

70,566 

13,534 

67,615 

0 



F S A L y E A l p  19 

State and City 

phoenix 

s w 

WAG 
Project Descriptim lmlars 

Interim and pemment &gage lcan 

80,OOO square fmt festival xmrht- 
place damtom near Hyatt Regency 
and H i l h  Hotels and developed 

$2,895,000 
to FC3rtn-p to help canstruct 

on city land using (3-xmmity 
Develmt Block Grant furKb. 

Loan to developer to acquire site to 
help c c r s t d  157,000 square foot 
=- -Ping cent@ on 
13-acre site in cxkral downt.own 
area with a mjor supem&& d 
drugstorechainasanchor tenants. 

2,750,000 

Finary.jdL assistance to limited part- 
nersbip to M p  acquire vacant, his- 
toric hotel in  h t a ,  California, for 
guest roQIIs and 2,000 square feet of 
reWoff ice  s-. 

351,000 

Finaru3ial assistance to subsidiary 1,468,000 
and developmt arm of savings and 
lcan companry to help canstruct 
shopping center which involves 
assembling and clearing 7.72-acre 
paroel; plus cunstructjng 49,860 
square foot m slqemrket, 
20,100 square feet of side sbp, 
and 13,300 square feet in fcur PADS. 

f 1 

16,134,646 

1 01 5, 457 

830,000 358 

507,000 35 

9,572,598 2,581,500 384 

0 

BtbElki 
LocdlTax 
Revme 

$ 779,009 

384,879 

0 1,005 

0 216,590 



EL mte Financial assistance to developer to $1,500,000 $ 5,485,572 $ 0 154 
help ozrL3truct 64,m SqLlare foot 
office t)uxlding, 7,500 square foot 
restaurant and 16O-space parktng 
facility. 

E'immWL assistance to  d c m k  

redevelop fowxqmre block 
€lispnic IEmhantS Qroup to help 

€n-t/retail ccnp>lex thlTu!$l 
newoonstruction, renovation, d 
r d t r b i s h m t  of existing structures 
to puvide 80,614 square feet of 
retail space, 76,024 sq~lare feet of 
office space, 1,540 sqLlare foot food 
ax&, hm-smen cinem and 7,560 
3quat-S foot perfarming arts facility. 

New Haven Ekamial assistance t o  developer to 750,OOo 9,779,748 400 
help r&abUitate vacant, 105,OOO 
s q u a r e f o o t ~ d i r l g i n ~  
zone as new manufact- facility 
ard office for en@;lneging mnpqy. 

237 

363 

1 53 

0 

0 $ 86,681 

0 

0 

0 

542 

239,902 

455,674 

437,582 

697,835 



state and city Project Description 

1,300,000 4,775,707 2Q0,m 6 

22 4,623 

114 29,390 



Flnary3ial as~b- to d e v e l w  to 5,643,000 Z,752j2,864 
help &mct multi-use p j e c t  in 
Overton/park West section to ccmsist 
of rental b i n g  units, 21,000 
quare feet d (xmk?rcial/retail 
space and 4459pace prking deck. 

0 

0 

%vim Beach FYnamial assistance to developer to 3,600,000 16,000,000 fm000 
Fartially finance construction of 
mtal housing units far low- arKl 
lI0.krate-m faudlies in Pocket 
of Pmerty area ccmsisting of 
W t Q r Y ,  --UP type WcmP, 
10,OOO quare foot multi-pqxxe 
building, and swirmrdng p l .  

RLvi.0.a Beach Financial assi4tary3e to d e v e l v  to 2,375,000 6,215,611 485,000 
help COrlStTUCt 107,150 quam foot 
ne&.zJhrhccd strip skpping center 
next, t o  f'uture housing pject .  

St.  Petershrg  Ixan t o  developer to help renovate 3,400, OOO 13,602,010 ~ 9 0 0 0  
farmer l&Story, 337-rCanhotel to 
3nclude a SWinmLng pool ard ternnis 
courts. 

10 

83 

31 

325 

283 

350 $ 349,lZ 

368 

0 

459,562 

148,582 

60,304 

177,W 



state a!d city project Desuiption 

GEtxGIA 

A&&mUle E%mX!ial assistame to ImnufaI?tm 
of wool carpets and rugs to M p  
acquit% site, COrlStTUCt 359,700 
square foot Ffxxklction facility, 
and capital ecluipnent. 

Atlanta 

Augusta 

Financial assistance to deve lop  to  
help deve lop  216,000 square foot 
W d h g  as damtam office and 
retail. SFeCe. 

M i a l  assistance to d e v e l o p  to 
help acqlire and renopate dcmlt&Ywn 
Hilton Hotel plus c2cxlstmct 9,589 
square foot d m / m m t i o n  
center adjacent to the hotel. 

Ffnancial assistance to M€tsUbishi 
(2orpomtian to help construct two 
120,ooo squwe foot lTElmf&tUring 
facilities to producx color 
television sets and cellular 
tele@xmesandbecclnelargest 
Mitsubishi opemtion in  the 
country. 

Mass isass i s tan=eto~tedrea l  
estate partnership to help c3xstIuct 
185-unit, 5 - s t o r y p  f3.m-S 2mtel 
with twortshmnts and retail space 
cn mafn level featuring an atrim. 

UDAG 
Dollars 

$ 720,000 

looo,ooo 

617,140 

978,500 

2,625,OOo 

18,951 9 9 5 5  

0 472 

0 62 

0 491 

0 179 

0 188,568 

0 35,820 

0 155,070 

0 343,565 



IDAHO 

Glenns Ferry 

KmterlaiIndian 
Reservation 

Financialassistancetodevel~to $ 446,107 
help rehabilitate 12 historic 
stmtures an Poplar st& into 
73,000 square foot office/retail 
canplex to include festive @lie 
area, with food art, and first- 
class office spce in radrdng 
area. 

Loan to pirtnership to help ccmtruet 
th redxry  of'fice building at 

section to include 54,OOO square feet 
of Class A leasable space. 

766,147 

M~XTY and Fifth Streets inter- 

Lmn to developer to assist in  
-of'patatc--- 
plant. 

360, OOO 

Fynancial assistance to p h e M p  

motel  business to be Ilrana@;ed by 
Fartn-p hospitality ccrmparry. 

750, Ooo 
to  help COISStrUCt 52-roan motel  in 
l3mnw'sFemy. Tribewillam 

5,094,674 107,500 144 

19,498,310 0 100 

0 $ 27,940 

0 21,340 

0 51,8!j2 

0 41,000 



State and City project Description 

lI.LcNors 

other Estimated Estimated Estimated 
UDAG private Public TotalNew %using LomlTax 

Dollars Irwe&E& Dollars Sobs units Revenue 

Lam to primemhip for constrtlction $2,014,120 $26,693,261 $ 
and prnment financing to help 
rphabilltate vacarrt wding 
Fgwiding mtal hausing units and 
ccmnercial retail space plus mn- 

W-MY 31,275 feet Of 

struetion of 3-stmy W d i n g  with 

ccrrmepIcial/l"etall space with %level 
pwldng structure for 160 cars. 

Ekxcial assistance to developer to 470,000 6,362,004 
help renovate vacant, 1.5 mUJicm 
square foot factory for lease i n  
Sn3l.l Farcels as "-tQr- 

individu3l p f M  force air heat 
Systan- 

i rdust f i1 '  facility to provide 

Lam t o  developer to assist in 535,000 9,358,163 
acquisition and rdlabilitation cf 
two buil-totalling 111,ooo 
square feet-in west Loop area for 
use as camsK!id office space. 

construct id^ m r t w  loan 800,Ooo 10,156,112 
to developer to help rehabilitate 
de te r imtbg  industridl facUity cn 
North Side into 165,000 sq~tare feet 
d C X l E ? E M m S p a c e .  

0 231 291 $1,129,250 

0 350 

0 121 

0 330 

0 295,400 

0 582,365 

0 702,217 



$ 2,831,439 $ 0 

chicago E % l W 2 i d a S S i . S h W 3 t o ~ M p  325,000 
to help acquire and nhbi l i tate  
m t a r y - m d i r l g i n  
West Lmp to Fsovlde 30,000 w 
feet of loft4fYice spce and 5,000 
square feet d retail space. 

P 
0 I-' chicago ~ t r u c t i o n  and F%mmne& firlaming 1,700,573 

to developer to help I..ehabilitate 

three-stmy Wding with addition, 
six-story building, ard CCrlStrtlCt 

plus 2-level parking stwure for 96 
carstopmide144,0002lquan3feetd 
a c e ,  retau ard CaunmXd space- 

3,482,089 

139265,158 

8,628,873 

11,234,706 

0 

44 

1x) 

39 

0 267 

4,300,000 

3,592,000 

148 

306 

0 $ 396,471 

0 

0 

0 

0 

0 

56,271 

225,746 

1,274,080 

0 

397,169 



state and city Project Description 

lpockIsland assistance to developer $ 667,000 $ 7,681,669 $ 200,oOO 96 0 $ 111,850 
to M p  acquire and dear tht3 drm& 
tam blocls and ctmstruct park cn 
cleared site plus renovate vacant 
Fort Amstrag Hotel adjace& to 
b-ted blocls for ccnversim into 
elderly aprhmt units and 28,OOO 
sqwe feet of ccrrmercial space with 
a mtaumnt. 

I 

Terre Haute 

Grant to City to f'iname canstmctim - 1,834,632 
of 31% deck and d o ~ a -  
tim of streets and undwgrcmd 
utilities. 

F%-lamial assistance to local 175,000 
lnrfustry t o M P  pnrhase e w i m  

facility. 
for new addition to d t i n g  

f I 
I 

22,261,059 371 ,ooo 406 

1,057,361 0 25 

4,585,193 375, OOO 1% 

0 

0 

0 

337,939 

256,340 

1,074,154 



s 
I-L 
h, 

Des bines Ccnstructimandpamnak finamjng $ 400,OOO $ 1,873,857 $ 0 
to developer to help rehabilitate 
Rock  ISM Depot lmilditlg and 
adj-t arch Fkaviding 5,000 sq~lare 
feet of restamt space, 2,000 
square feet d retail space and 
12,ooo sqmre feet of office space. 

54 

Emdbead Loan t o  plastics ccmparry to help 433,125 49843,560 
pmhase capital equip& for nme 

house and printing space. 
than 40,000 sqmre feet of here- 

0 57 

0 $ 19,214 

0 

0 

25,676 

4,996 



0the.r 
UDAG Private M l i C  

state and city Project Descrlpticn Dollars  Tllvesw Dollars 

Catlettsm a9sjstarrce to steel canpany $ 2,250,000 $ 8,486,837 $2,500,000 
to help reopen specialty mini-mall to 
include acquisitim of existing 
facility consisting of equipnt ,  
inventory, 58.59 acres and approxi- 
mtely 340,OOo square feet d wd- 
ings to operate as whollyqed 
subsidiary that trill melt 300,000 tcns 
af recycled m p  steel a year t c  
produce 'lsPrin@p,'O "flatS" W-?t 

for autcglatic leafspring forging and 
Cold-f M& -&s. 

Finamial assistame to developer t o  8,416,000 49,800,468 9,903,000 
help jqrove City's waterfhnt to 
include constructicn of 253-roan 
hotel, 285,OOo sqoare feet of office 
space, aJ33 aP-mY 50,000 w=-e 
feet of festival/lmrketplace area. 

w 

Fst-ted 
Total. New 

Jobs 

304 

1,393 

0 0 

Estimated 
Housing 
units 

0 

0 

70 0 



MEcm 

Pleasant Point ~ t m c t i d ~  loan to $ 839,500 $ 2,9’42,766 $ 860,000 

- 

Reservatim Pas- Tribe to help acquire 
vacant 24,000 square fodc industrial 
facility an 2-acre site in  Eastpcst, 
renovate existing builw and 
ccmtruct 24,000 s q w e  foot addition 
for lease to Trim Cmpomtion. 

Sanford Tam Ebamial assistance to  Cmpomtion 2,070,500 15,030,500 
to help acquire mere site in  
industrial park and renovate existing 
vacant, 100,Ooo square fmt tuilding 
for x.lwxfacture of cxltlpct discs for 
ccmFany tobecc rnem-serv i~  
supplier t o  c!Q.qaCt disc mmplace 
prwiding nrastering, replicatian, 
pxkaghg, g.raphics and distribution 
capbilities to  custcmers. 

MtimQre EYnancM assistame to minority, 

facility i n  Urbn m d  areas. 

non-pmfit oqpization to help 
develop lWbed, caqxeh-iv- 

0 

736,346 2,606,205 1,521,OOO 

108 

409 

120 

0 -  20 

0 $ 0  

0 

0 

0 

12, 350 



sate and city Project Deswipticn 

mltinmre Grant t o  City to partially fitxime $ 2,418,200 
ccnst,ructicm ampmy's developmt 
costs to help with cawtructim and 
site bq.mmm&s for developxt and 
s a l e d t h r e e - b e d r o a n ~ t c m -  
h a u s e s t o a m e r ~ s .  Houses 
wiy be canstructed on four 1- to 
rmderate-inwne ne#ixdmd sites. 

mlt&ll#Y? In- ard permanent mortglge lcan 
t o  help c2cnstruct mtal aparbmts 
and 11,235 square feet of earmercial 
space near Inner Harbor and Little 
Italy ne-. 

mltm ( 3 x J s t r U c ! t i d ~ &  nK)rt@ge lcan 
to p a r b e r a p  to assist in m- 
tion of anmmial facility of Fells 
mint waixrfrcnt that egtcBnpasses 
100,260 sq~lare feet desippd for 
r.e&aumts, rstau. stares and 
dfices plus a pmnenade d 40 
marina slip. 

? 
P 
cn 

Dental Grant t o  Tam to help build 550 
linear foot later main and 2,200 
linear foot SeWY main extension t o  
emble developnt and Canstructicn 
of c2QmErcial CQnPlex cansisting of 
10,ooO sq~lare foot hsalth facility, 
%Meat WDmdd's and 809eat %me 
Pizza Hut. 

other Estimated Estimated Estinrated 
Public TatalNew Housing -Tax 

Dollars JOhS units ReVeraae 

$1 , 194,900 

431,275 

0 

0 

23 

396 

71 

171 $ 159,560 

99 

0 

0 

64,350 

278,700 



North East E5nar~ialassistanCetodeveloperto $ 236,OOO $ 915,000 
help acquire four4cre site ard 
alnstd waremBe/ImnLlfact* 
facility. 

Boston Finamial assistance to area hQlle 360,OOO 1,811,322 
lxyers t o  reduce CoBt d developed -- 'm in distr??ssed 
area of Dudley Station and Roxbury. 

7- 
P 
Q\ 

M i e l d  Tcwn F'immal * assistameto joint W O O 0  16,957,013 
venture t o  help Fudlase and install 
capital equim to produce 
~ia l ty4cnmmica t ion  f i b .  

-w Ebaxdal assistame to developer 1,000,000 14,585,364 
t o  help finance rdlabmtation d 
f o m  p a p k  building an3 
ccnstruction of 10s- dfice tam- 
~1 site to enable developer and major 
tenant t o  cansolidate data-pwessing 
activities. 

ckuuki@* E b a ~ ~ i a l  assistance to corporation 834,000 9,681,415 
to help with expnsion of labratmy 
and office facilities for pxductim 
of bio-genetic item. 

I I 1 

0 

0 

0 

a 

300 

12 

380 

114 

50 

0 $ 11,312 

0 

24 

0 

0 

0 

119,Ooo 

34, 159 

10,994 

430, 1% 

137,581 



Estimated 
Total New 

Jobs 

10 

Estinrated 
H a u s i n g  
units 

128 

mAG 
State and City Project Description Douars 

MAs3Amm (bt inued)  

EYnamial assistance to developer to $ 933,855 
help acquire appmxhmtely 2.5 acl.es 
of land arrd &met 124tory, 
1284mit a p r b n t  W d i n g  ovw- 
looking Taunton Mver plus 
ecnstruCt 192 pking spces. 

0 $7,280,385 $ m River 

0 Fall Riv& FYnamial assistance to developer to 
help acquire and rd-abilitate build- 
ing to house cgnbined operations of 
finisk-hg cmpmy and dye mrks fins. 

1,174,494 50 0 

0 42 0 21,100 Fall River 
?- 
5 

EYmmial assistance t o  developer to 

Wdings  totalling 30,000 sq~lare 
help c2cmstruct four s t e e l - m  

feet of space. 

1,020,327 

0 15 0 6,650 m River Lam to mxnfacturing o~n~any to help 
finance pLnrhase of capital equiFrnent 
to e m  present facility by 10,000 
square feet. 

565,335 

0 66 180 251,540 EYmmial assistance to developer to 
help mmte six vacant inctustrial 
structures, h a m  as the simxlds 
ccmplcx, into &#%use develop& 
cmsistbg of apartment mits ard 
30,000 square feet of retail space. 

9,6969254 



GreerfieldTTcltn? Lioantollndtedpartnesskdptohelp $ 750,ooO 
r-eimvate 48,000 square feet of exist- 

former industrial cclrrplex, and addition 
of 10,180 square feet of n&J s-. 

ing floor s- in  two tuilw within 

Blyoke 

Financial assisiame to developer to 
help retXNate historic 40,000 quam 
fo5t mdbg. 

308,625 

Financial assisiame tollxxnfact- 75,OOO 
CamFany to help relocate and rpnovate 
its facilities to rpmaln oampetitive. 

Finarrcial assistance to develop to  
help with rehabilitation and construe- 

2,200,000 

tim in existing sE.loppin@; center. 

Finaruial assistame to developer to 
help - 'tat€? exist'ing .3hcpping 
center in d i s t e  area of North 
Andover to provide rmch needed 
cosIsuIl?r services. 

450, OOO 

1,353,594 

1,556,996 

6,918,000 

2,091,323 

0 80 

0 79 

0 21 

0 357 

0 200 

0 83 

0 $ 39,100 

0 46,600 

0 66,048 

0 18,577 

0 7,500 

0 167,325 

0 19,858 



UDAG 
state and city Project &scriptian Dollars 

Flnancialassistanceto- $ 
carpcp-ation to help expd ard 
renovate its plant embling 
manufacture cf new product Unes- 
yo!pt, cottage and ot- ckese 
prdK!ts--as well as ret.001 
pckaghg capities. 

Financial assistance t o  developer to 
help constmct xxk.oan hotel with 
2tl&spce parktng garage to include 
m3eting roam, indoor pool, and 
3E-Seat restamt in  w o r d  squ3re. 

! 3 X W 2 i a l a S S i S ~ t o t Q Y ~  
to help co13struct 75o-car prking 
gxage for new 75,000 square foot 

town parktng problan. 
building to alleviate dam- 

Pittsfield Financial assistance t o  joint venture 
t o  help rehabilitate WA into a m  
n m t  ?xildings. Units will receive 
rental assistance for lower-inccme 
persans under State's SHARP pqgam. 

Salem Finaru3idl assistame to developer to 
help renovate 337,000 square fOat 
industrial building into office, 
light-industrial and xmnufact* 
space with 6ooSpace parking garage. 

450, 000 

850, OOO 

m,OOO 

336,000 

60, OOO 

225 0 $ 8,965,494 $ 

15,380,000 

Estimated 
HaJSiw3 
Units 

0 

Estimated 
Localm 

ReVWlW 

0 194 0 374,000 

0 0 110,Ooo 

0 2 50 29,739 

0 850 0 78,810 



Springfield* Financial assistance to UmiW part- $ 200,OOO $ 2,391,978 $ 647,500 1 
nership t o  help IFnOvate rTJnchl  
housing units into lllarlet-mte hausing 
in Hollywcd section of city. 

103,849 1,186,525 235,m 1 Springfield Financial assistame to developer 
to  help rehabilitate a p t m n t  wib 
in  Literty Heights ne i&boM.  

Worcester l?hmdal assistame to developer t o  4,000,000 3,550,543 0 420 
help revitalize d f x r n b  to irEl& 
camwcial space with parking. 

0 3 

Beglton Harbor 53nancial assistance t o  new local 315,000 1,407,627 100,OOO 16 
ccmpqy that p v i d e s  min- 
a n d r e F a i r s e r v i c e s t o & ~  
s t e e 1 4 h g  industry t o  help with 
fB.p&.on that involves addition of 
16,000 squwe foot W d h g  t o  current 
423,000 square foat facility, as wll 
as IlBd&Eq acquisition and public 

64 $ 347 

47 9,911 

0 445,090 

155 

0 

33,575 

8,456 



other Estimated Estilmw Estkaw 
mAG Mvate Public Tota lNew Hol-=h3 Localm 

state and city FYoject Description Dollars I t l v @ s w  Dollars Jobs units R m  

mC€lIGAN ( C O n t M )  

Detroit m i &  assistame to deve;laper to $ 3,000,000 $18,321,449 $ 0 564 0 $ 370,800 
help acquire and movate historic 
damtam M l d i n g  to provide 375,000 
square feet of leasable area, includ- 
in@; a i c e  space, a health club and a 
restamt. 

Detroit 

Detroit ? 

&toit 

Detroit 

Detroit 

Lcan to  develop- to help acquim and 200,OOO 927,480 
renovate 8-stQryomce building inhis- 
bric damtam Jlarmde Park district. 

Lcan to  resbmt corpmtion to 2,0oO,OOO 14,052,862 

first-class restamt and lcnmg2 
help cmstruct 225-mcm hotel with 

located adjacent to Tmpper's Alley. 

c ! a l s t m c t i d ~ &  mrt@ge lcan 275,000 2,752,061 
t o  developer to  help rxhabilltate 
30,000 square fmt builw into two 
upper floors of' office spce w i t h  
first-floor mtaurant and acquire 83- 
car p-king lo t  a m s  f r a u  building. 

0 77 0 32,344 

0 225 0 540,040 

0 432 

0 64 

0 65 

0 89,873 

0 77,981 

0 112,400 



1,103 Detroit Lcan to  developer to p r t i a l ly  fi- $ 8,975,000 $53,694,415 $6,000,000 
nance resturation and d e v e l o p m t  
of historic downtam, &story Book 
cadillac Hotel to pmvide rcms, 
192,000 square feet of Class A affice 
space, 11,000 sqU2r-e feet of retail 
space and ad joining 6OO-car prkjng lot. 

Detroit Financial assistance to develop t o  3,250,000 23,201,779 
help I”estol?e Echigm Central Depat 
a& rehabilitate existing 330,000 
square foot, 17+tory office building 
to be h u m  as the Great L a k  World 
Trade Center, to include 94,000 
square feet of *ps, restaurants an3 
m b i s h e d  historic waiting m. 

Detroit E’inamial assistance to developer to 2,500,000 28,492,785 
help emstruct 350,000 square foot 
damtown building with residential 
rental. units on the riverside. 

Grant to City to help reloate 
families and businesses plus 
d m l i s h  structures to ppe 320- 
acre site for cmstruction of 
csuysler cbrpomtion assanbly and 
paint facility. 

Detroit 

0 

0 

? 
Iu 
N 

Detroit mial assistame to developer to ‘700,000 7,744,872 
help renovate 89,000 squw foot 
dmnk building into office space 
and cmstruct 1Ohpace pMng 
structure on Abbt Street. 

22 

0 

0 $1,906,330 

0 

300 

0 

0 120 0 

1,366,124 

4,200,000 

188,545 



7- 
N 
w 

mAG Private 
State and City Project Description Dollars I n v e s w  

MICHIGAN Continued 

I.ElYmn Financidl assistame to develop to $2,627,000 $19,384,270 
help CcrlStrUCt 17.5 mgasmtt, mcd 

prk uWizing mste-mcd p-oducts to 
produce stem and electricity. 

waste-fjr€d power plant i n  industrial 

JmWon Financial assistance to prknership 325,000 1,163959'1 
t o  help renovate historic domtom 
building to mtain apartanent units 
and 16,490 square feet af mmmcial 
space. - Lam t o  develop to assist in  rencl. 897,500 49323,024 
vation of old office building far 
lease to Gerleral luk3tors steering 
Divisim. 

Y p l u a n t i  Loan to Ininofity-okmed IlEmfacturing 233,000 1,003,950 
firm that supplies parts t o  a+ 
mbile jndustry to help renovate 
building and pxd-ese capital 
eP=-lt* 

o t k  E s t h t e d  Estilmted Estimated 
Public TotalNew -ing m T a x  

Imlars Jobs units ReVellUe 

49 

0 41 

$ 306,302 0 

14 22,400 

157,335 



Banidji 

International 
Falls 

St. Paul 

St. Paul 

FinaM3ial assistarK!e to realty $ 810,000 
ccmpany t o  help danolish 15 obsolete 
structures and develop 86,850 sq~lzre 
feet aP new and renovated office and 
CamErCial. space, jn21udjng 5oospace, 
off-street parking lot. 

EYnancial assistame to develop to 
mmte W d i n g  forlxEnufacture CIf 

fiberbard sheathjng used by hcusing 
hdustry and pmhase capital 
e v t .  

Ccmtmtidw mrtgige fi-  
nancing to help build 1 13,ooO leasable 
square feet of retail space, with new 
supermarket, and 5 0  surface parking 
s p e s  in u t o r i c  riv* area to 
include renovation and expmsion of 
adjacenk store plus stmet- parldng 
far 710 cars. 

Canstruction/permanent finarcing to 
developer ( f a m l m e d  tmsiness) to 
help ccmstruct six+tory, 142,000 
sqqm foot W d i n g  for officehetajl 
use; 3804pace, four-level, p k i n g  
rap; d a c e  Farking lot; and new 
business loop m d .  

Loan t o  developer t o  p r t i a l l y  fi- 
nance construction of 16,000 square 

foot office reW Wding on 
o p p i t e  corners of Dale Street arrd 
Selby Avenue intersection. 

foot office building and 7,800 SqLlare 

$5,525,250 

6,449,000 

10,909,200 

12,480,700 

1,973,128 

$920,000 138 0 $ 45,728 

76,929 73 0 1,100,OOO 

445,872 294 0 2,700,000 

250, OOO 72 0 70,000 



other Estimated Estimated E s b t e d  
mAG Mvate Public TotalNew Hausing LocalTax 

State and City Project Description Dollars z l v w w  .- Dollars Jobs units RevermSe 

v m  FXnamial a~~istance t o  developer t o  $ 1,810,000 $12,753,395 $2,300,000 223 0 $ 0  
help construct carpet l lEirnfactm 
facility in  adjacent City of Mt. Iron 
to p v i d e  180,OOO square feet of 
production and stom space plus 
7,500 square foot achdnistmtion 
builw. 

!!kmEhl ass- to  WikiLly- 477,900 2,213,940 
clm-kmd carpoI.aticm to help c a b  
st& 1&bed nursing hcm on 13- 
acre site on Choctaw Reservation 
I.lear hospital providing facility to 
care for elderly Tribal ntdxrs and 
,mrmmbg mmty residents. 

Finaru3ial assis- to major @try 750,OOO 13,883,772 
processor t o  help puchase capital 
eqgLpmt for new plarrt to  be lxlilt 
on 3- site near Cassvjlle to 
include 84,000 squwe foot Fkocessing 
facility, private mter and baste- 
treakt systans. 

I 1 

0 

0 

70 

432 

0 

0 

0 

21 9 153 



600,000 4,337,307 0 

0 

126 

92 

50 

6 

0 $ 0  

0 

129 

178 

769 9 5  

86,246 

70,487 



other mtilmw mtimated Estimated 
UDAG private public T o t a l N e d  Hcusing Localm 

state and city Project Description Dollars Imrestmerrt Dollars Jobs units RWEXlUe 

iasalRI (continued) 

st. Lcxris C a n s t r u e t i d e  finamirJg lcan $ l,OOO,OOO $ 3,787,774 $ 0 
to manufacturer and wholesaler of' 
f&iliW products to help && 

tI?m3f€?r faejlity adjacent 
to existing plant to permit one- 
opemtion Calmdity tmm betw?€n 
kargf3, truck d rail. 

st. Lcxris Loan to  developer to  help aqyire 1,900,000 7 840, 795 
nine Land parcels, ccmtruct 50,000 
+?quare fmt Kroger stoPs; 34,000 
SqLlare feet of rem space, and 
ramate existing 20,000 square 
foot Eager store an 13-acre site 
with 534 spaces of &ace parking. 

0 

24 

293 

6 

3 

0 $ 3,332 

0 

68 

619,812 

91,671 

24,011 



st. Louis 

University City 

l lEw!s l  

Lincoln 

NEWJERSEY 

Atlantic City 

AtJantic City 

E’bamiaI. assistame to developer to $ 2,615,599 

plus office space. 

help rxbbllitate historic welsh 
Baby carriage factory building into 
apwtmmts, 37,000 sqtlare feet of 
?2etail space, axl parking for 136 
cars. 

Lcen to developer to help canstruct 
20,000 sq.we feet, of 
spa2 and renavate historic qmgoj2p 
for use as d t d  arts center. 

Flnary3ial assistame to developer t o  
help Ccrnstruct City m e d  and mmgd 
damtom p a r l d n g  structure for 1,200 
cars t o  allow c!Qpny to construct and 
IIlanage w,ooo SqLlare foot regional 
shopping mall an 124cre site. 

second ImrQpge fimming to g!XEral 
partners t o  help construct rental 
units in l k t o r y ,  high-rise building 
and five lm-rise tdldings. 

Finara3ial assistame to developer to 
help construct fourstory, 33,000 
s q u a ~  foot h i l d i n g  to house ne&y 
popilation t o  contain beds, kitckn 
and dining areas, health exandnation 
rcQUs, classroQns and readingroarrs, 

3,614,423 

69,168,800 

19,804,071 

1,625,000 

$ 0 81 112 $ 318,126 

100,000 128 

2,240,000 

400,000 

0 

0 

11 201 

20 250 

49,871 

770,186 

216,000 

10,Ooo 



State and City Project M p t i o n  

other Estimated Estimated Estimated 
mAG Private Public TotalNew Hous ing  Local Tax 

Douars besM Dollars Jobs units Revenue 

Atlantic City 2eecx-d mrtgage loan to developer to $ 625,000 $ 2,275,000 $ 0 52 
help relocate W firm fran near- 
by Ventnor City and occupy 5,000 
square feet to hchxie site aoquisi- 
tion, dml i t ion  of misting 
substandard Wding and p v i s i o n  
af Farking spw. 

l3ridgetal Lcan to  develop to assist acquisi- 1,108,8900 3,921,213 
tion cf existing 230,oOO sqwre foot 
wareham facility and COllVerSiCPl 
into hipjxay trailer mu€.acta 
plant by new ecmparry to inclcde 
qgmding of electrical and other 
mxhanical systarrs and installation 
of new machinery and eqgipwnt by 
Ocmparry. 

mboken FinaM3ial assistame to developer to 5379500 10,366,110 
help Constntct eight-stay, 92,925 
square fcQt office W d i n g  on half- 
acre parcel of land adjacent to 
train station in historic waterfknt 
area t o  include &door park space 
and pedestrian mall, plus Lase of city- 
med par3dng facility located me 
block away. 

0 

0 

361 

232 

562 

0 $ 43,185 

0 

0 

0 

405,X)O 

336,588 



9 w 
0 

Patemon s e c c p . l d ~ f ~ i n g t o c a m = r a  
corporatican to help with eqansim 

prwide facility for fabrication and 
wxdmusing Or newprahc t  Ihe  of 
video cassettes. 

EYmrdal assbtame to develaper to 
M p  ccnstruct 161,900 square foot 
office tuilding in Qlary3ery Place 

and F4x&as? of capital equipEXlt to 

m t c x l  

raievelopmt &a ~kaviding first new 
office mding in city for many years. 

F?bamid assistame to four develop 550,935 2,669,000 995,OOo 
ers to k l p  acquire land and am- 

of four sep-ate t 3 J i l d i n g s - - ~  
st& an hdwtrial prk cmshtjng 

20 d 30,000 square feet each. 

0 

180 

109 

259 

5 

2 

0 

0 $ 294,Ooo 

0 

0 

0 

46 

50 

49,104 

349, 145 

124,484 

64,159 



other IMimted 
Public TotalNew 
Dollars Jobs 

Fatilmted 
Hatsing 
units 

0 

E3tilmted 
Localm 

ReW3-E.E 

$ 1'7,681 

7,432 

Private 
l h v e s w  

$ 0 35 

EWamial assistaru3e to developer to 
help rehabiutate three tnail- 
in l?arlor city his- district to 
p r o v i d e c p l e - a n d b - ~  
m i d d i a l  d t s  as well as 4,000 
SquarefeetoFcamrercialSpace. 

14 14 

75 47,588 0 0 

W l f f a l O  Ebamial assistance to dewlope- to 
help pmhase and renovate exist- - plant fadJity and expard 
v line. 

100 12,684 

40,600 100 



NEWYORK (m-) 

WXffalO Lcantodevelcprtohelprermvate $ 500,OOO $2,936,634 $ 0 
buildin@;andadjacerlt cQmEmbl 

use project amistin!3 of 53,000 
square feet of gross space to 
@de 23,000 q a r e  feet of 
ppund-floor retail space ard 16,900 
square feet of one- and twbtledmcm 

W d i n g  for ccmersion into mixed- 

30 

Deposit T a m  FYnambl assistawi? tomat pacldng 2,530,000 11,772,467 965, OOO 350 
canpany to M P  =quit= 25-;u3se 
construct 780,000 square foot slEaJ$l- 
m, I===in3 and pacldng Plant; 
acquire and install capital equip- 
nu2nt plus ccB3struct -s rcad, mter 

lines ard -ite mter pre- 
tmk t  plant. 
and 

Lcan to  developer to assist i n  
renovation of historic res- 
Q l w e s t e m E ? l w r t ? o f I a k e ~  
to M u d e  ccmtructirn of transient 
marina corsisting of 22 b t  slips 
adjwelt to restauuant. 

55,000 175,a 

0 

0 

0 

68 

8 

20 $ 27,474 

0 45,380 

0 

0 

0 

2,531 

28,142 



other Estimated 
Public Tota lW UDAG Private 

state and m y  Project; Description Dollars mesw DolLars Job  

rn YOX (MtM) 

Gsleva EYnat~id. assistdll.lce to mnuf'a.cturer $ 2,000,000 $10,826,874 $ 0 338 
of licpid-hair are prohcts to help 
pxchase and instalL capital ecpiptm& 
for expnsim. 

0 

c;loversville Ekar~M assistance to pu4~1-p to 540,OOO 2,110,544 
help rehabilitate I C i . q p w  Hotel 
into aprtmnts and 7,800 square feet of 
CBrmerCial space. 

mverstm Mnancial assiskame to  developer to 405, OOO 
VilLage help construct 33,000 square foot, 

threestory, senior-eitizen apart- 
lnent building to incltde a zmll 
convenience store. 

0 

0 

395 

75 

9 

15 

Estimated Estirmted 
Housing LccalTax 
units RevenUe 

0 $ 53,301 

0 

0 

48 

0 

51 1,558 

11,935 

3,850 

11,167 



New York  city 

? w 
c. 

New Yo& city 

New York city 

FYmmialassistametodweloper $ 860,Ooo 
to help amstmct l66-veHcle 
parking structure for new 48,OOO 
square foot daWntckJn mce tnxuding. 

FYmmial assistame to Ihited part- 
nership to help renovate and (xx1strvct 
i-ental units in c lae  to 
cxxltd business district. 

182,Ooo 

seccn?d f m i n g  to me- 157,500 
ship to help amstruct 16,320 square 
foot CQrmeScial w d i n g  being Cm- 

structed for office and retail tenants, 
plus prwlde arrsite hpwewmts. 

FYnancial assistame to joint venture 
to  help anstruct 17-stOry, 600,OOO 
SqLlare foot tuildingindowntcun 
M y n  pmid ing  space for clerical. 
and cmlpter opfmtiom c2lmently in 
Mmhattan with remhing space leased 
to other prim tenants on qeailative 
basis. 

m i a l  assistame to developer to 
help amstmct 35koau Mton H o t e l ,  
528,000 squwe foot office twer and 
1,270 space gatwe in new =yn 
Renaissance Center. 

~ a s s i s ~ t o ~ t e d  
prknemhip to help develop 
(Xgenmtion/district heating system 
to supply electricity and steam to 
EtmoKlyn Navy Yard, a 261-acre 
industrial *, and stem to two 
nearby public housirg projects. 

$3,280,000 

635,939 

710,189 

120,194,221 

148,658,115 

25,044,947 

$ 0 

417,015 

175,ooO 

lO,OoO,000 

12,200,000 

6,300,000 

75 

0 16 4,645 

32 

1,837 

$ 51,135 0 

0 71 ,375 

0 6,003,772 

2, 023 

30 

0 2, 154,761 

0 7,500 



r-- 

mffi 
State and City Project Description m m  
mYoK (continued) 

New York city 

s e c c p . l d ~ f - i n g t o g e n e r a l  560, OOo 
@rle.rsHp to help lx3lOvate former 
&cadmy School building into 30,000 
net leaseable square feet of class A 
office spce gezred to prcjfessiondls. 

Lcan to developer to help acquire 2,530,000 
plant, located in  nei@dming Taka? 
d @swegp, that produces metal faM- 
cation and plastics-bjection mlding. 

Mnancial assistance to developer to 
help construct 8,000 square foot pro- 
fessimal office h i l d i n g  m 11,OOO 
square foot paroe1 of land, located 
?Xar cent& business district. 

112,000 

f i 
I 

other Estimated 
Public TotalNew 

m m  Jobs 

$29,130,000 1,589 

180,OOo 

4,080,000 

5,000 

64 

46 

21 

273 $3,294,324 

0 65,347 



Part Chester k t  to City to help l.eplace ard $4,690,700 $36,348,050 $5,400, 
pair infastructure in  18-aCm w&er- 
fmnt site. (hqxmy w i l l  lease site 
and W d  ap-my 40,000 square 
feet of sqxmmket, 60,000 square 
feet of depart;ment store, 82,ooO 
squa?x? feet of shop, wiques and 
restaurants, 42,000 square feet of 
cinem and 82,ooo Sqmre feet of 
office space. 

potsdam Loan to voluntary, not-forcFkafit 530,000 2,801,780 
l-mpital, to partially fjrmce 19,480 
squwe foot expansion a d  4,700 sq~lare 
foot renovation, proviw space for 
-, ultra sound, x-ray radiolcgy 
and nuclear&dne mcms as w e l l  as 
stol..age, ard adrdnistmtive 

P space to tmef-it cut-patient 
w 

IOOO 

0 

a\ 

Rochester E'inamM assistance to  50 percent 1,700,000 13,174,284 724, 532 
equity prtner for newly mtrucM 
112,ooo Sqmre foot carmercial/oflice 

whem university of 
Rochester's Sibley LLbmry of Music 
is prhciple tenant. - F3mmialassistametodevelopert.o W,OOO 2,562,385 
help rxhabilitate five+-, 65,600 

retail and camxchl oflice space plus 
square foot mding to bf? leased as 

(23nstruction of @-space parking 
facility. 

E'inamM ass3.stm2e to architect tQ 
help rehabjlitate hlstaric 3,378 
square foot, thr-essw buipding for 
oflice and reWl space at street level 
and t w 0 - m  aprtmslts on seccg3d 
and third flm. 

159,544 

0 

0 

670 

19 

161 

63 

4 

0 $1,143,OOO 

0 

0 

0 

4 

0 

58,817 

5,467 



Estimated 
Tota l  New 

Jobs 

Esth&fzd 
Hausing 
units 

0 

state and city Project Descripticn 
NEWYORK (rntinU€€i) 

mica 187 

50,767 0 1 70 

248,400 1,104,569 Lam to  developer to partially fi- 
nance canstruction af 41-.roan bed and 
lxeakeat inn on Tntem2aSta.l waterway, 
adjacent to already cDnstruct€d l k l i p  
Illarina. 

0 21 0 6,619 

l3mmial assistance to prbxmhip 2,265,000 5,991,000 1,300,000 
to  help redevelap old hosiery m i l l  
into assisted housing units Undw 
&tian 8, Werate F!ehabilitation 
Pm3mm- 

20 151 23,9@ 

Financial assistance to developer to  5'%m 9,965,989 700,000 
help acquire land, c2cmstruct 100,000 
square foat facUty in nei&bring 
€lidson, and m e  equipnt  for 
rmnufacture of specialty fiber, 
optio-cable pmlucts. 

235 0 

€ 1 



? w 
03 

Cleveland 

EY.narcialassistancetohosieryImrnl-$ 480,Ooo $9,087,223 $ 0 
facturing ccm~any to  help acquire 
site, cmstruct 100,000 sqmm foot 
distributim facility and 12,000 
square foot corporate office building 
plus renavate 60,Ooo SqLlare foot 
manufacturing building and 
capital equipoeglt. 

Lmn t o  developer to  help ccmtruct 382,156 5,700,000 428,120 
mterline extension to food smites 
warehouse appwximtely faur ndles 
outside city in Tx@n ccmty. 

EY.narcial assistame to developer 39000,000 12,717,946 0 
t o  help cm3truct  floor down- 
tcwil office mcug on vacant, 
urban renaal land Fkwlding 142,000 
square feet of net leaseable space 
a n d f i f t y ~ s p a o e s .  

150 

220 

33 

156 

0 

0 

0 

0 

90,141 

339,327 



other mtjlmt€d 
Public TotalNew UDAG Private 

state aod city Project Descrlption Douars I l T v e s w  Dollars JObS 

amland Loan to joint VEntUre to help 
c?ax3tmt new shopping cepltg 
to M u l e  142,000 squm feet of 
leasable space. 

? 
g a- F % l W E M l E l S S i S ~ t O T c k K T  

city to help with m - 
d renovation project and pmvide 
mkch far Federal and State - 
transit funds amrdeci to renovate 
wid Tmnsit Station plus lcan 
to ccI?stTuct public i u l p m m t s  
cmnect.&ii with transit rpnavationS. 

0 

0 

224 

160 

0 $ 195,774 

0 

0 

563 0 

94,749 

355,953 

630,437 



-- 

7 
f .  
0 

Cleveland l?imxial assistame to developer to $ 2,600,000 $12,097,075 $5,000,000 
help restore 3,oooseat theater arld 

connecting pedest&n bridge in City's 
historic Playhouse squm district. 

cmstruct 75CLca~ prking deck with 

Cleveland Flnary3ial assistame to  developer t o  5,500,000 17,397,575 642,000 
help ccmtruct two residential build- 

squa??e feet d retail and res-t 
ings with rental apartanents, 50,000 

space with a parking gamge. 

C l e w  EYnamidl assistame to Mted part- 1,192,325 4,990,152 0 
nership t o  help renovate 67,000 square 
foot building in  historic waEhowe 
district for ofYice/ccmerLcal me. 

Dayton l?inamial assistance t o  l d  IIlanu- 150,000 1,035,146 250, OOO 
facturer to help pmhase capital 
quipmt t o  allow ecllnparry to e m  
steel slitting and WareLloUsing 
Operatim. 

F&oria FinaM3ial assistawe to developer 
to  help renovate and pmhase 
capital equipmt for newly 
acquired facility to mnuf'acture 
plastic shelving, racks d related 
W S .  

kmin  seccn?d at five pavent 
for 30 years to developer to 
help ccmtruct sirlgle-fEmKly, 
split  level and mi& style, 
detached houses on west side 
allwing derate-inmne residents 
to sualipy for prrchase of units. 

0 

113 

210 

57 

28 

160 

0 

0 $ 181,900 

307 

0 

50 

337,134 

159 033 

29,916 



UDAG 
state and city Project Description Douars 
OHIO (htrnl 

Imain Flnancidl assistance to develope~ $1,378,000 
t o  help acqulre three acres of land 

prosect is part of city's n&r I n B r i m  

and construct 1 7 5 m ,  sevm-etory 
hotel to include l l k m t  restamant. 

developmt on Lake Me. 

tbBsillon Lnan t o  constnrctim callpqy to assist 841,381 

&Il.lctim of necessary starm 
illpmvenerlts and interior store mnova- 
tim for twr, major tenants. 

in  develop?& of shopping center w i t h  
215 square feet of leaseable spce plus 

? 
&.kmocd E'inamial assistance to developer to 425,820 

help renovate vacant duwnk f'urni- 
ture store into 33,500 squwe feet of 
office space and cu&2-uctian of 
structured parldng for 75 cars. 

Toledo C a n s t r u c t i d ~  finadng to 3,000,000 
developers to assist in  canstructim 
or 11cStory building with 80,Ooo 
Squ3I-e feet of retail SFaCe, a0,OOo 
S q L l a r e f e e t O f B  office 
space and 34CLspace pu-ldng deck. 

Private 
limsw 

$ 8,925,097 

16,532,712 

1 475,592 

29,201,821 

E s t k t e d  
T O W  New 

Jobs 

175 

545 

0 101 

179,375 632,730 218,375 

0 450 

71 

Revewe units 

0 $ 264,750 

0 508,907 

0 61,016 

0 656,008 

0 



P 
.b 
10 

l 4S l l23b  2eCond &gag3 firlaming to corpora- $ 
tion to help CCrlStrVCt s ing l* fdy  
houses. 

youngytown EY.namial assistance to g3leal parG 
nership to help constmet 8o-room inn 
located in wick historical district 
near state University. 

107,140 

357,320 

~ , O O o  

Y - k  Mnaracial assistance to corporation to 1,o0O,ooo 
to help d e r d z e  district heating plant 
in central business district to hprwe 
boiler systan, plus add 8,300 linear 
feet of new pipe and replace 10,200 
linear feet d deterimted pipe lines. 

$ 328,955 $ 0 

1,593,809 100,OOO 

3,760,655 0 

. 3,976,078 0 

Ihrant Constructid-ent lcan to COT- 230,600 986,500 
pration to help build perfomma? 
test cell for engines and related 
ecj@pEnt that CCnlpny services for 
oil-extraction finus. 

0 

(Elakrm City Permanent mrtgge lam to foods corp 697,600 5,560,369 1,300,000 
oration to help replace its 75-year 
old mt-ming facility with 
state-of-the-art plant. 

pauls V a l l e y  Lam to developer to help construct 798,750 4,111,519 
1 0 4 - m  motor hotel, a Holiday Inn 
k.anchise, with &ace parking for 
246 cars onHi&way 19. 
pwvide $2O,OOO for City adudnistra- 
tion of lcan. 

l?unds to 

0 

0 

2 

100 

3 

36 

100 

90 

0 

0 

0 

0 

0 

91,400 

20,643 

13,023 

60,140 



other Estimated 
UDAG PriMte Public TotalNew 

state and city Projet Description Dollars l l l vesw Dollars Jobs 

IPiStol Constructid-& lcan to $ 39649,500 $10,195,738 $ 850,Ooo 191 
m w  umited partnership t o  help construct 

113,545 square foot shopping center. 

Conshohoclcen ken t o  developer to help copstr\lct 4,740,800 28,941,636 
270,Ooo square foot amce mplex 
and 85O-m- Farldng facility. 

Cc&&mkn Laan t o  limited p rhe r sh ip  to help 2,280,000 12,092,551 
acquire and renovate exbting 200,000 

Plynrmrth Tamhip plus co135trzction 

SFaCe. 

2.qLare foot shopping center in  

of 45,000 square feet of ne4 retail 

mis IrlWm& mrtgage lcan to 512,000 9,004,332 
developer t o  help acquire 29.7 acres 
of land in  industmal park ard em- 
stmet 116,000 square foot perishable 
gxds distribution mter. 

Lcen t o  developer t o  help restore The 205,000 848,306 
Larsdme Theatre, an historic mtim 
picture theatre, to 1,5004eat theatre 
for feature films and live entertain- 
nent plus h2lWion of 3,000 square 
feet of stores and 6,000 square feet 
d dfice space. 

0 648 

0 128 

59,400 75 

0 31 

0 $ 113,127 

0 39,339 

0 18,000 

0 52,385 

0 674 



lcanto publishirlg ccmparry $ 113,000 $2,097,300 $ 0 
t o  help modernize its facility w i t h  

*ting e q l l i p t  plus installation 
of air-pollution &ml equipEnt. 

ptmhase of new high+@ "ink jet" 

seccnzd f-a to undted 5,129,448 14,362,841 
Farhership to help carrplete 
S t m m  Square project to include 
addition of 47,282 square feet of 
Rtal space ard 47,425 SQLlare feet 
of office space; co13strzIction of 
14,560 quwe feet of bproved public 
spe; and selected retaxL rmovatim 
in  adjacent phase 1 retaWofYice spa?. 

( 3 x l s t r u c t i d ~  mrtgige lcan 
to developer t o  help renovate historic m w  Inn, c l d  for six years, 
toreapenas l&roancaLpltryinnand 
restamt . 

0 

0 250,ooo 5,000,000 

205,oOo 723,968 

975,000 3,732,080 250, 000 

0 

45 

272 

36 

10 

132 

0 $ 1,017 

0 

0 

0 

0 

143,331 

11,817 

4,672 



State and City Project Description 

Fhiladelphia 

Philadelphia 

W d e l p h i a  

Fbiladelphia 

other EstiImt€d Estimated Estimated 
UDAG Private Public TotalNew Housing Localm 

Dollars I n v e s w  bllars Jobs units Revenue 

EYnamial assisfarce to developer $ 932,400 $ 4,591,057 $ 0 2 120 $ 157,287 
t o  help ccrlstrtlct aprtmnt ccanplex 
to contain 2-stor-7 builm with 
m e - m  units in Northsast section 
of City plus provisian of cff-street 
prking for 243 cars. Twenty percent 
of m i t s  w i l l  be available for la- 
ar ldmcdeI -a%m fannies. 

mial assistance to Cabinet m- 450,000 1,850,809 112,000 
fact- and appliance distrikutim 
business to help canstruct 60,000 
square foot shrrwroan and rEtlOvate 
two other buildings. 

m i a l  assistance to wanen's 230,000 3,880,134 100,000 
a p p l  retailer to help construct 
exprsion to existing karehouse 
facility. 

30 

50 

m i a l  a~~i~tance to l i m i t &  part- 531,910 2,965,704 155,000 42 
ner9ai.p to help aqArs and renovate 

ane- and bbedrom residential mits 
with appmxbtely 6,800 sc~.lare feet 
of c?cmercial space on first floor. 

six c o n t w  historic properties as 

Finamial assistame to deli- 225,000 827,701 250,000 x) 
systans cmpmtion to help with 
W i o n  and redesign of facilit ies 
to include additional mrehcwe truck 
tap, fencing and scut'ld barrier to 
buf'fer them from n- 
rwidential mmmity. 

0 125,105 

0 198,374 

42 100,897 

0 9,366 



Philadelphia 

-el- 

Laan t o  developer to help wlth on- $ 5,348,000 $ 46,610,513 $ 650,000 
site jnprummts and m&xuctian CrF 
336-carw-mgarage 
to SUpm first Fhase of mth-care- 
oriented institutional develop& i n  
Wt Philadel-. As part of' pject,  
Wversity of Pennsylm&~ Wlll m t m c t  

R e s ~ a r c h  building an site of former 
Philadelm General Hospital. 

154,000 SqLlare foot clinical Sciemes 

Loan to  aviatian corporation to 600,000 3,534,404 

and ~ t r u c t i a n  of 20,000 Sqlmre foot 
office ixuding, 20,oOo square foot 

assist with on-site imorwffoerrts 

hanger and 15,000 square foot shop 
facility at Nmtheast nirpcst. 

Canstructiwment nDr&lge 
lcan to limited partnership to 

-foot W-aQt- 
kamhowe and office facility. 

assist renovation of 670,000 

3,000,000 7,907,900 

Canstructiwe lcan to joint 10,000,ooo 46,497,275 
venture tp assist i n  &ruction 
of appmimtely 316,000 square foot 
retail festival lIlall to include 
reMl &op, restammts, a food 
court, and cAn€zm spa?. 

- r u c t i d w  lmrtg%e 1- 85,m 4,748,505 
to pertriership to assist developtrsnt 
of 40,ooO square feet of' off'ice spar?e, 
4,000 square feet of' retail space and 
a198-carparkinggarage. 

t I 

0 

0 

51 3 

30 

250 

0 , 9 6 2  

0 105 

$ 706,833 0 

0 

0 

0 

0 

150,336 

in, 140 

279,912 



state and city Project Description 

Reading E'in~~~ialassistancetodmloper $ 448,OOO $ 1,414,W $26O,ooO 
to  help CarlStrz1Ct 19,150 sq~lare 
foot ofYice/retail center to be 
located at site of rceystane 
?x&cuse ard ContigLloUs 
properties. 

Reading c c a 3 t m t i d w &  mortgIg2 
lcan to limited p a r t a m p  to 
assist with acquisition ard 
rmovation of fcmer depwbnt 
store into a nrbd-use project 
to include hrrusing units, 124,000 
square feet of mice space d 
81,000 square feet of retail spce. 

30 

sclanton cca3tmtidpenmnat mortgge lcan 5,514,024 56,914,840 ll,Ooo,ooO 1,350 
to developer to help axlstruct * 

eM?a3pressing a P P * t e l Y  
645,000 square feet. Project 

Farkbg gamge atxi ?xnovatiOn of 
three wm into office and 
retail ccoqilex. 

level, two dqmtment store r e g i d  

itxiluks constrtldion of 2,700Car 

102 

0 $ 

119 155,360 

0 1,556,097 

0 28,230 



~ a s s i s t a r a C e t o l 0 c a l ~ -  $ 200,000 $ 784,621 $ 0 
facturer of industrhl traveling overt 
head bridge cranes to provide capital 
equ ipn t  for new 10,OOO square foot 
fabricating f a c u t y .  

,14 0 $ 6,425 

0 3 56 

186,958 821,819 21,042 0 18 

west Middlesex Financial assistance to developer 
t o  help sales callply pumhase 
and Install casting-line flada 
and autanctive caqany pumhase 
plus renovate 8,200 squwe foot 
W d i n g  into retail and wblesale 
automotive parts stom and machine 
shop. 

101 ,500 579,107 6,200 0 17 0 

131,000 433,132 0 10 0 Lmn t o  hmey grccessing and 
pckaghg plant with n a t i d  
distritmticn to help acquire 
blJS-3 scheduled to close and 
CCPlStrZlCt 12,000 EKpElre foot 
facility t o  enable callply to 
continue in  biness .  



mAG private 
state and city Project; Description Dollars I i l v e s w  

PENNSYLVANIA (contjnu€d> 

RHDDE ISLAND 

Newport Ekamial assistance to developer 

foot f~Class A" office W d i n g  
t o  mtain two floors of leasable 
area and prldng for 81 cars. 

t o  help (2cn3truct 21,ooo square 

Financial assistance to deve lop  to 6,375,000 9,306,467 
help cmstruct festival mrket place 
along cooper River W a t m  to 

Of-fice space to canpliI.m?nt the hotel. 

include 100-ma hotel, with d e m n c e  
space, and prwide additional retail ard 

City w i l l  pravide publLc impwm?&s. 

EYnamial assistame to deve lop  to 235,500 1,@5,773 
help ccmstmt shopping center to 
include 20,OOO square foot grccery 
stme, drug stare and variety store. 
Ehds w i l l  provide $11,600 for City's 
administraticn of project. 

0 

4,920,000 

0 

Estjlnated Estimated Fstlmated 
Tota l  New Hauslng Local'pax 

Jobs units RevenUe 

140 

51 

1,261 

70 

0 $ 160,467 

0 

0 

0 

26,838 

768,060 

10,080 



TENNESSEE 

I3mrmiUe Finary3ial assistame to developer 203,000 1,061,896 297,000 
t o  help acquire 1.55 acres of land 
and cmstruct 5&unit motel with 
diningandhnquetrocms. Ehds 
will pmvide $lO,OOO for City's 
administmtion of pmject. 

IMenzie F'immKL assistame to developer 
3; t o  k l p  ccn3tmt pre-tmtdlr?nt 

faciLity t o  serve its new 41,600 
square foot electro/chenical 
plastics and metals plating 
facility. 

wl 
0 

50,OOO 1,524,133 939,400 

90 

45 

126 

- Financidl assistance to developer 9,7009000 76,093,347 4,299,000 1,488 
to  help ccp3struct major new d o w n h  
office d retail developnt t o  
consist of seven-story, 140,000 
square foot office tuilding, 
362,000 Square feet of Imll retzcil 
space, 116,000 xpwe foot office 
building, 362,000 square feet of lmll 
retail space, 116,000 square foat 
deprtmmt store, 1,200 p k i n g  
spaces, 18,000 xpwe foot amen- 
tion center, plus open space and 
service m. 

0 $ 166,134 

0 

0 13,583 

0 6,376,883 



othes Estiroated Esti.mated Estimated 
UDAG Private public TotalNew Hrxlslng Local'Itut 

State and City Project Description Dollars Investmesrt Dollars Jdxs units R m  

Expaso m x Z l m / ~ & & ~  lmn 525 750 
fYIml&g to  dry goods corporation 
to help COrlStTilCt 127,000 sqmx 
foot departQlent stOre on ei&~t-aere 
site at 1-10 d Sunlad Park 
Drive interseCti.cn. 

f I 

36, 9, 

0 

0 

308 

40 

244 

0 

0 

24,604 



PmVO 

F3mmial assistance to city to $ 3OO,OOO $ 1,112,000 $ 57,450 13 0 $ 8,019 
help coTlstr\lct sewer service to 
industrial park to provide necessary 
sewer services for four local 
blJsinesses CQrmitted to locate in 
industrial park. 

40,000 68 0 50,013 

- Finary3ial assistame to developer to 275,000 950,005 
help I-FilOvate x,OOo square foot 
formr @rage in village of Bellm 
Falls into office spce to be leased 
p t l y  by Pkrital Health services of 
solxtheastern V-t. 

0 31 

0 30 

0 216,000 

0 2,238 



other Estilmted Estimated Estimated 
Public TotalNew Hausing LocalTax 

Dollars - - J( . units ReveraLe State and City Project Description 

mm 
l u l a s i  ~ t r u c t i d ~  &- loan 

to firm t o  help acquire division d 
corporation Mch prcduces magnetic 
k d d e  particles to mdacture 
canpub, audio and vidw taps. 

7 0 $ 28,697 

Lcan t o  oorpollation to help 
finance construction of 26,OOo 
square foot .grmery/wvariety 
shopping center dotJntckmn. 

0 36 0 309 399 

Fimmial assistarx3e to limit& 
FfzlrtnePsKp t o  help rehabilitate 
historic school into elderly 
apartanefits. 

0 20 106 17,111 

EXnamial assistarace to developer 900,000 13,133,718 
t o  help cmstruct 247,600 square 
f& shappina; center. 

0 510 0 587,600 

0 255 375, 172 0 



=-fi==i%to- 
ers of newly ccmtructed housing 
units to make than affordable. Elach 
unit w i l l  ocpltain three bedroams, 
me bathroan, living, dining and 
kitchen arxas, carport and patio. 

gayanmn P € % - m t l & m m ~ f ~ i n g  
to hcmel3lyers of s ing le- fdy  
precast moctule hauses of 1,052 
sq~lare feet, with three bedmm 
and me btm. 

Lcan to develaper to assist in  
construction of 276,922 square 
foot shopping center on 25-acre 
pnel of land at State Road 

intersectim. 
No. 30 and Aven~e 

$ 7,570,634 $ 0 591 

7, 176,487 0 0 

m , w 4  

10,166,278 

79613, 183 

4,449,528 

0 

0 

0 

0 

0 

480 

0 

0 

22 

0 

200 

168 

9,034 

226,340 



other Estimated Estilmted Esmted 
UDAG private Public TotalNew Hausing Localm 

Revenue sate and city Project Description Dollars l i w e s w  Dollars Jobs units 

Fimmial assigtance t o  developer to 1,380,OOO 8,520,825 
help a w  and develop shoppirrs 
centes of apFpwdmately 141 ,OOO square 
feet with two fast-food framhhs i n  

on first flow and office space on 
seccnd flax-. 

Parldng~proViding-~Face 

EYmmial assistame to developer to 30,oOO 1,588,681 
help coLlstrvct 30,000 square foot 
f a d i t y  to accQmrodate offices, 
shuwoms,warehouseandmechanic 
shops of sales corporation to enable 
ccolpanywhich sells, leases and 

€ 4 u i F t ,  m located on leased 
prTmke3 that must be vacated, to 
continue in biness. 

a g r i c I i l w  a d  c o n s t h i m  

seccsnd mrtgge finaru3ing to developer 2,545,000 10,128,0C% 
t o  help c2crlstruct 258,516 spare foot 
r e g i d  stmppirlgcenterto include 
1,065 SpaceS 
and m- d OfY-Site -s* 

0 436 

0 a 

0 446 

0 

0 

0 

25,433 

215,760 



PellrRnd first to harne- 
buyers to  help pmhase newly con- 
S t m M  thrsslxdrocm, single- 
family hces, each consisting of 
-tely 1,416 q u w e  feet. 

0 $ 79,107 200 

!&till0 184,000 588,082 0 23 0 229,483 

= ~ & ! a k w ~ -  
of newly constructed, 1,140 
square foot, 3--, singl€+ 

carparts to reduce mxlthly 
Feymeplts. 

f e y ,  d e M  hcuses with 

561,250 2,177,000 0 0 65 522 

198,000 

412,450 

Financial assistame to eligible 
hcmebyers to help pumhase newly 
coI1strtlcted, 1,116 square foot, 
s ing le - fdy  patio hanes. 

699,938 

1,296,550 

24 

39 Patillas E k m i a l  assistame to develop 
t o  help cmstmct 1,100 square 
foot, t - m ,  singl€+famny 
detached mLts with Oarpcsts and 
W d a .  

b s € o - x d r m r t ~ t o h ~ O f  
newly cmstmcted, thre&&xm, 
me bathmm, 1,332 square foot., 
s ingl*fdy units. 

2,270,900 0 0 80 40,800 

I- c 1 I 



WAG 
state and city Pmject Descrlptim Dollars 

Grant to  C i t y  to help cmvert vacant 
5,m square foot lmrket b.Xudb!3 
kto $6 mil l ion Tanlsm Terminal, 
eanstruct new Port acbdnistmtian 
buildin@;, reconstruct WhXf 1-1 
with exhsims to Berths 5 and 6; 
b l i s h  Wharfs 1 ard 2 for new deep 
water piers. Port to also develop 
site % u p r o v e s  for new 52- 

2,500,000 

inciustrial Fark. 

N o  m e  Pe.rmrEnt fiEming to pnd?asers of 755,256 
newly const;ructed, single-faudly hcusing 
units i n  an- of 756 square feet. 
Project fln?ds to be repaid byhrnvwwners 
at 3Gyear term, intereat-free rate. 

Rio Grade Fhamial assistame t o  developer t o  863,250 
help construct tLlrEe-m, 
detached, singl+f&ly, residential 
units in  1,096 square foot; area for 
sale to moderate-in- persons. 

other rnthted 'Errtated BtkEited 
Private Public TotalNew Housing LmalTaX 

I i l v e s w  Dollars Jobs units ReV€$-iLE 

$4,805,296 $ 0 34 148 $ 71,374 

40,9379189 

1,888,143 0 

0 

0 

0 

0 

117 

75 

25,023 

21,901 



sallnas Seccnd mrtgges to developer to help 959,990 
calstruct thn?e-l2€?&ml, single- 
family hQlles with WdeS an 
21.7 acre site. 

$ 0 0 100 $ 3,151 

0 0 1 53 45,036 

0 107 0 98,341 

0 150 0 52,505 

0 0 174 71 ,330 



other Estimated 
Private public TotalNew UDAG 

State and City mject Description Dollars  Ihmw Dollars Jobs 

h t o  developer to help acquire $ 2,500,000 $11,640,073 $ 0 315 
and Convert four exLst@ h e  
t!xatres i n  Wurce into 15,100 
SqUaP.? feet of' office space. 

SanJUan 

SanJUan 

$ 98,860 

12,880 

654,100 2,183,292 0 0 107 16,065 

0 0 Toa Alta E Y . n a & d w i s ~ t u ~  
afneW1y(2crlst-, sir@.* 
family housing units, 1,056 
sqyare feet each, an lots af 
889 square feet, to reduce 
cost by $11,000 per unit. 

1 70 55,292 

lb Alta 1,927,711 9,200,410 0 0 245 77,086 



Tca Baja 

Bujillo Alto 

23 

0 0 160 

395,000 1,202,783 0 127 0 36,744 Trujillo Alto Finaru3ial assistance to developer 
to help acquire, r-encdd and 
equip vacant 33,000 SqLlare foot 
industrial Mlding to enable 
mnpany to incmase production 
of mat-, cheese-, and fish- 
f i l l ed  taccs, pastelillCx3, and . 

310 0 0 

315,000 923,609 0 0 50 515,012 second m%gages to developer to 
help COIlStrUCt Shgle - fdy ,  
tbresbedroan hcuslrg d t s  with 
llorchs on 3.7 -. 


